Development of bookkeeping problems to supplement the textbook in second-year bookkeeping classes. by McKinley, Lawrence R
Boston University
OpenBU http://open.bu.edu
Theses & Dissertations Dissertations and Theses (pre-1964)
1952
Development of bookkeeping








SCHOOL OF EDUCATION 
Major Project 
DEVELOPMENT OF BOOKKEEPING PROBLEMS TO SUPPLEMENT THE TEXTBOOK 
IN SECOND-YEAR BOOKKEEPING CLASSES 
Submitted by 
lawrence R. McKinley 
(B. s., Northeastern University, Boston, 1951) 
In partial fulfillment of the requirements for 
the degree of Master of Education 
1952 
·c..:-,,;.' un .. \ ~-r' J t y 
~-9.c.ocl o1 t,c__,~!?.'t l o:r; 
··..... Li;. .. · -- ·; 
I . 
_,-- ,,~ 
First Reader: Lester I. S~uder, Associate Professor 
of Business Education 
Second Reader: Vachel E. Breidenbaugh, Visiting 
Lecturer and Professor of Business 
Education, Indiana State Teachers' 
College at Terre Haute 
~CKNOWLEDGMENT 
~o Professor Lester I. Sluder, the writer expresses 
sincere appreciation for the encouragement and aid given 
in the preparation and completion of this stuqy. 
TABLE OF CONTENTS 
CHAPTER I INTRODUCTION 
Statement of the Problem 
Justificat ion of the Problem 
Suggestions for Application of the 
Supplementary BookkeepLng Problems 
CHAPTER II RELATED LITERATURE 
CHAPTER III PROCEDURE 
TJNI T I 
UNI T II 
illHT III 
UNIT IV 





Bad Debts and Acconnts Rece1..,.vable 
\ 
Depreciation of Fixed Assets 
Deferred Expenses and Income 
The Pay Roll 
Notes and I nt er est 
Accrued Rxpenses and Income 
Formation of Part nerships 















and Losses 105 
UNIT VIII 
BI BLI OGRAPHY 




Statement of the Problem 
The purpose of this study was to develop bookkeeping problems 
and exercises of var,ring degrees of difficulty to supplement the 
textbook in second-year bookkeeping classes. 
The topics selected for this study were: Accounts Receivable 
and Bad Debts, Depreciation of Fixed Assets, Bay-Roll Accounting, 
Accrued Expenses and Income, Notes and Interest, Partnerships, and 
Corporations. 
Justification of the Problem 
Bookkeeping, like most vocational subjects, requires much 
drill and practice for proficienqy, but until a student becomes 
proficient in bookkeeping, he has little, if any, marketable skill. 
Even personal-use bookkeeping requires the master.r of certain prin-
ciples which can be mastered only by long hours of faithful practice. 
As one professor has stated, "The best way to learn bookkeeping is 
at the point of a pencil." 
The importance of practice is emphasized by Lomax_ and Agnew:l 
There seems to be no question but that we 
learn_ to do by doing; learning takes place most 
effectively when the student is expected to apply 
the principles taught as soon as possible after 
they have been taught. 
1 Lomax, Paul s. and Agnew, Peter L., Problems of Teaching 
Bookkeeping, Prentice-Hall, Inc., New York, 1933, p.B6. 
J 
Practice, then, is the key to bookkeeping proficienc.y, assum-
ing, of course, that the pupil bas been taught the basic principles 
which he is expected to practice. Practice means problems, and if 
the pupils are to receive enough practice, they need narry problems. 
Lomax and Agnewl both agree that: 
Bookkeeping is best learned by applying 
bookkeeping principles to actual situations 
through the medium of properly planned exer-
cises and sets. A considerable amount of 
practice material, especiallY in the form of 
eY~rcises, is necessar,r. 
Some of our most popular bookkeeping texts, although ver,r 
thorough and complete in content material, are deficient in problems 
for exercise purposes. The problems developed in this stu~ will 
help to compensate for this deficienc.y. 
Furthermore, these practice exercises have been constructed to 
help alleviate the problem of individual differences. Since most 
every class which is grouped heterogeneously is composed of bright, 
average, and slow pupils, problems of varying degrees of difficulty 
should be available to compensate for these differences. Satl~ 
tells us that this practice is not new: 
The doctrine of gradation of materials is 
not at all new to students of the history of 
education. They will quote Commenius, the great 
educator, who in the year 1631 stated, in his 
Great Didactic, 'All things must be taught in due 
succession, and not more than one thing should be 
taught at one time. 1 
l Ibid, P• 89. 
2 Satlaw, I. David, "Graded M:l.terials for the Slow Learner in 
Bookkeeping," Journal of Business Education, vol. 20, October, 1944, 
P• 22. --
2 
Suggestions for Application of the 
Supplementary Bookkeeping Problems 
This study consists entirely of bookkeeping problems which are 
grouped into eight units of instruction. Each unit contains from 
ten to fourteen problems arranged in order of difficulty, a total 
of 96 problems in all. 
Each unit contains problems for the slow, as well as the bright, 
pupils. Those for the slow pupils are designated by the letter "A"; 
those for the bright pupils are designated by the letter "B." Thus, 
Problem 2-A would be given to the slaw pupils, while Problem 8-B 
would be considered more appropriate for the advanced students. 
However, the classification of the problems should be considered 
flexible. For example, certain 11A" problems may be given to more-
advanced students for introductor,y purposes. Likewise, selected "B" 
pr oblems may be given to less-advanced students as a challenge. In 
a~ case, the problems should meet the needs of most bookkeeping 
classes which are grouped heterogeneously. 
As an added incentive, the bookkeeping teacher might substitute 
the names of local firms for those used in the problems. This pro-
cedure tends to create a feeling of familiarity on the part of the 
pupils, thus stimulating interest and confidence in their ability 
to do the problems. 
The instructions given in each problem indicate the journals 
which should be used. However, in problems where the use of more 
than one type of journal is possible, the selection may be left to 
the discretion of the instructor. 
Where the instructions require that "T" accounts be set up., 
the instructor may suggest using a three-column ledger account 
instead. In other words, the teacher is the one who best lmows 
where the remedial instruction is needed. It is, therefore, logi-
cal that he· adjust each problem to the individual needs o! his 
pupils. 
The recognition of the individual needs o! bookkeeping pupils 
has led to the development of two other studies similar to the 




An analysis of the literature resulted in the discovery of two 
studies Yvhich were closely, related to the -writer's: (1) a major 
project by Sister Mar,y Alexina entitled "Development of Bookkeeping 
Exercises ,to Supplement the Textbook in Beginning Bookkeeping Classes, 11l 
and (2) a major project by I. David Satlow entitled "Problems in 
Beginning Bookkeeping.n2 
The main purpose of both studies was to develop problems or 
exercises of varying degrees of di£ficulty to supplement the text-
book. Thus, Sister Alexina, I. D. Satlow, and the -writer seem to be 
in agreement that boo~ceeping textbooks not only lack sufficient 
problems, but that the problems given are not satisfactorily graded 
to allow for differences in ability. 
Many educators have suggested homogeneous grouping of pupils 
according to ability as an answer to this problem. Most sChools~ 
however, are too small for such a program. Another and more-practi-
cal solution is suggested by Lomax and Agnew.:3 
The best plan for handling this situation seems 
to be to lay out a certain minimum amount of work 
that can be reasonably completed by all the members 
of the class; then, instead of letting the more capable 
1 Sister Mar,y Alexina, "Development of Bookkeeping Exercises to 
Supplement the Textbook," Master•s Thesis, Boston University, 1951. 
2 Satlow, I. David, "Problems in Beginning Bookkeeping," Doctor's 
Thesis, New York University, 1942. 
3 Lomax and Agne"YT, ~· cit., p. 223. 
students run through this rapidly and the slow students 
take the whole year to do it, keep them all together, 
so that they may benefit from class discussion, but 
provide a considerable amount of enriching supplementary 
material for the faster students. 
In addition to suggesting supplementary material, Lomax and Agnew 
also mention the chief advantage of heterogeneous over homogeneous 
grouping; that is, pupils benefit much more from class discussion 
than from the segregation of slaw and bright students. 
However, heterogeneous grouping poses a problem: In order for 
the teacher to assign graded material, he must first determine the 
abilities of each of his pupils, as Nuttl points out: 
It is important for the teacher to know as 
accurately as possible just how wide differences 
actually exist in each class group that he teaches. 
The class may then be divided into two or three 
time groups, and the assignment of subject-matter 
be adapted to the ability of each group. 
All three studies are alike, therefore, in that they point out 
the need for additional bookkeeping problems constructed with a thought 
to individual differences. I. D. Satlcm states in his .study that the 
bookkeeping textbooks are deficient in drill and remedial instruction 
materials. Sister Alexina points ou~ the fact that the slow pupils 
need more drill. than is provided by the textbooks and that the bright 
pupils need more difficult problems. The writerts study was developed 
to help .:alleviate these deficiencies. 
The three projects differ, however, in the areas covered. Sister 
Alexina's study provides problems for beginning bookkeeping classes. 
l Nutt, Hubert w., Principles of Teaching High School Pupils., 
The Century Company, New York, 1922, p. 129. 
____________________________ .......... .... 
including the complete bookkeeping cycle. I. D. Sa.tlowts study also 
provides problems for beginning bookkeeping classes, but cover~ the 
area much more thoroughly. In the writer r s study, problems were 
developed mostly for second-year bookkeeping classes, including 
several introducto,ry problems on partnerships and corporations. 
Sister Alexina's study may be described as a major project which 
contains approximately fifty problems graded according to difficulty. 
The first section consists of twenty-five problems for the slow pupils, 
designated ~ the letter "A." The second section consists of twenty-
five problems for the bright pupils, designated by the letter "B." 
The appendix contains two project-type exercises and several short 
problems on the balance sheet and the profit and loss statement. 
Each of the exercises in I. D. Stalow's study was divided into 
two parts called 11A" and 11B." These parts are parallel in structure 
and consist of materials of equal difficulty. The "A" exercises 
were planned for class workj the "B" exercises were intended for 
homewor~. As a result, the homeTmrk assignments involve nothing 
which has not been covered in class. The study consists of 192 ex-
ercises graded according to difficulty and divided into sixteen units 
of instruction. A diagnostic test:: was constructed for each unit. 
In addition, each unit is followed by a discussion of the problems 
contained therein. 
In developing her study, Sister Alexina first determined,by an 
analysis of textbooks, those areas which were ordinarily covered in 
beginning bookkeeping classes. She then proceeded to develop 
exercises of var,ying degrees of difficulty to supplement the textbook. 
__________________________ ......... ..... 
r .. D .. Satlaw1s method of attack was very comprehensive and 
consisted of the following steps: 
1. A breakdown of the syllabus into uni ta. 
2. A division of the units into lessons. 
3. The arrangement of the subject matter according to units. 
4. The determination of the specifications for the problem,_ 
materials {in accordance 'vith the laws of learning). 
5.. An analysis of textbooks. 
6. The preparation and try-out of materials. 
7. The preparation of the testing program (diagnostic). 
In summary, the studies by Sister Ale~, I~ D. Satlcm, and the 
writer all have the same purpose: to develop problenm or exercises 
of var,ying degrees of difficulty to supplement the bookkeeping textbook. 
The principal difference lies in the areas covered. The studies 
by Sister Alexina. and r. D. Satlow were written for beginning bookkeep-
ing classes; the writer's study .as developed mostly for second-year 
classes. 
As the purpose of each study is similar, so too are the procedures. 
The methods used to attack the problem in each of the three studies 
are basically the same. A more detailed analysis of the procedUre used 
by the writer is found in the following chapter. 
CHAPI'ER III 
PROCEDURE-
A summary of the procedure used in this study is given below. 
The first step consisted of an analysis of related literature 
for the purpose of comparing previous studies with the writer's and 
also to bring the reader up to date on what has already been done in 
this field of research in the past. The foregoing analysis caused 
the 'Writer to limit this study to second-year bookkeeping. 
It was then necessary to investigate those areas which were 
ordinarily covered in second-year bookkeeping classes, in order to 
ascertain which areas should be included. This was accomplished by: 
(a) consulting several teachers of the subject, and (b) analyzing 
textbooks and courses of study. 
Having determined the scope of second-year bookkeeping, a 
second analysis of textbooks was made to discoyer the sections or 
phases which were in need of additional problem material. 
Once these sections having a limited number of problems were 
determined, the work of creating and developing the problems was 
begun. The simple problems within each unit were attempted first. 
In this way, a more uniform gradation, from simple to difficult, 
was obtained. As a result, each unit contains several problems 
arranged in order of comP+exity, thus providing exercise material 
which should challenge all pupils. 
To assure that each unit contained problems of varying degrees 
of difficulty, certain guiding principles bad to be established for 
the development of the problems. The principles used by the lnriter 
were as follows: 
a. The first p~oblem in each unit should contain 
exercises which are very simple. Each exercise 
should be followed by one or more questions 
I, 
pertaining to the theory of the exercise. 
b v Certain other problems should also be followed 
by theory questions to test the pupi1 1s 
knowledge of bookkeeping principles. 
c. The problems for the slow learners should con-
tain a minimum amount of arithmetical computa-
tion. Instead, emphasis should be placed on 
the bookkeeping theo:ry. In other words, the 
problems propose to teach one thing at a time. 
d. As the problems become more complex, more emphasis 
should be placed upon aDithmetical computation. 
e. The problems for the slow learners should contain 
instructions which are complete and detailed. 
More than sufficient information should be given 
to solve the problems. The instructions given 
in more difficult problems should also be com-
plete, but not as detailed. TPese problems should 
require more thought of an advanced nature for 
their solution. 
All problems, even the long ones, were so constructed and set 
up as to facilitate reproduction by means of a stencil or mul tili th 
master with as little -wasted space as possible. 
The following problems, arranged in unit form, have been de-
veloped by the writer with the hope that they will make the study 
of bookkeeping more meaningful to pupils having below average, as 
well as above average,ability. 
:l 
UNIT I 
Bad Debts and Accounts Receivable 
Problems l-A to 12-B 
Problem 1-A 
Instructions: Record the following transactions in a gene~al 
journal. 
a. One per cent of the charge sales of $8, 4)0 was estimated to 
be uncollectible~ Record the reserv.e for bad debts. 
b. Write off the account of B. T. Reid as uncollectible, $15. 
c~ Two per cent of the accounts receivable at the end of the 
fiscal period was estimated to be uncollectible. Record 
the reserve for bad debts. Accounts receivable, $10,250~ 
~ What is the book value (real valu~ of the account s 
receivable? 
d.. Received a check from A. P,. Downey· for $23 on ac~ount. 
e. Write off the follo,dng accounts as uncollectible (one entry) : 
H~ A. Nelson 
D. o. McKee 
F. \v. Harris 
$4o.lO 
$28 .. 50 
$19.75 
f. One a.>1d one half per cent of the charge sales of $9,500 vas 
estimated to be uncollectible. Record the reserve for bad debts. 
g. Received a check from C. R. Andrews for $50 on account. 
h. i'iri te off the account of K. D. 1-iatthew as uncollectible, $16. 
1. One per cent of the accounts receivable of $6~542 was estimated 
to b e uncollectible. Record the reserve for bad debts. 
Q. In what statement will the account Reserve for 
Bad Debts appear? 
Q.. Illustrate how the account will appear, using 
the figures given in (i) above. 
Q,. In what statement and under ,.,hat heading will 





Charles Barxy opened a shoe store on January 2., l9-. A.t the end 
61' the :first quarterly :fiscal period, the charge sales were $2.,.340. 
Instructions: Record in a combined cash journal all of the necessary 
entries :for the :following transactions. 
Mar. 31. Mr. Barry estimates that of his charge sales, one per 
cent will be uncollectible. Set up a reserve for bad 
debts account. 
April 20. A customer, R. D. Abbott, is unable to pay his bill 
amounting to $18.95. Write off his account as a bad debt. 
May 1. Received $15.50 from A. E. Cole on account. 
June 30. At the end of the second quarterly fiscal period, the 
charge sales were $2,550. Increase the reserve for bad 
debts by one per cent of this :figure. 
June 2.7. The following customers were unable to pay their accounts, 
and their accounts should be written off as bad debts 
(one entry): 
E. c. :rt..onroe 
D. A. Martin 
Sept. 30. The charge sales at the end of the third quarterly fiscal 
period were $2,285. One per cent of this figure should 
be added to the reserve for bad debts. 
Nov. 3. L. N. Cooper became unemployed, and his account balance 
of $12.75 is now considered uncoUectible. 
Dec. 31. The charge sales at the end of the fourth quarterly fiscal 
period were #2.,620. The reserve for bad debts should be 
increased by one per cent of this amount. 
Problem 3-A 
The following transactions were selected .from the books of' W. C. 
Edwards, ma.nuf'acturer of' plumbing supplies. Mr. Edwards closes 
his books at the end of every month. The balance of' the reserve 
f'or bad debts account at the beginning . of' the year was $48.70. 
Instructions: Record the necessary entries for the transactions in 
a combined cash journal. 
Jan. 8. The account of E. R. Snow is uncollectible. Write of£ 
as a bad debt the balance of Snow's account, $32.40. 
Jan. 31. Charge sales at the end of January were $9 ,842.10. One-
hal.f of one per cent of this amount should be added to 
the reserve for bad debts. 
Feb. 18. The following customers t accounts were considered uncol-
lectible and should be written of:f (one entry): 
A. J. Dolan 
Center Hard:nare Co. 




Feb. 28. Charge sales f'or February were $10,6,50.25. One-half' o:f 
one per cent should be added to. the reserve for bad 
debts. 
Mar. 10. Atlas ~umbing Supply Company went into bankruptcy, and 
the account of' $6.5 is considered uncollectible. 
Mar. 31. Because of the increased loss .from uncollectible accounts, 
the estimated loss from bad debts should b~ raised to one 
per cent of charge sales. Charge sales f'or llBrch were 
~J.2, 367.82. 
April ll. The following customers were unable to pay their balances, 
and their accounts should be written of'f: 
D. E. Stone 
Averyt s RLrdware 
April 30. Charge sales :for April were $13,036.1,5. The reserve 
account should be adjusted using the new rate. 
1:5 
Problem h-A 
R. S. AJ.berts owns a women's clothing store. The estima. ted loss 
from bad debts is 2% of the charge sales for the period. The 
balance of the reserve for bad debts on July 1 was $78.50. 
Instructions: Record the following transactions in a general journal.J : 






s. E. BaconJ a customer! was unable to pay. 
should be written offJ 18.50. 
His account 
A. K. Kane purchased a coat for $200 on account. 
Received a check for $25 on account from P. A. Peters. 
The following accounts should be 'Written off as uncollect-
ible (one entr,y): 
A. I. Austin 
W. I. :Ezynes. · 
$13.50 
. ' $28.00 
Sept. 30. The charge sales for the period were $5,850. Increase 
the reserve for bad debts b.r 2% of this figure. 
Oct. ll. Sold a dress for $38.00 cash. 
Nov. 6. Received a check for $)0 on account from D. s. Crosby. 
Nov. 20. The past-due account of B. L. Mosher 'WB.S written off as 
uncollectible, $45.50. 
/Dec. 3. The following accounts are uncollectible and should be 
written off (one entry). 
L. P. Foster $3).40 
F. J. Jamison $25.00 
T. E. Morgan $15.50 
Dec. 16. Write off the account of w. R. Williams, $22.00. 
Dec. )1. .The charge sales for the period were $61450. Increase 
the reserve for bad debts by 2% of this figure. 
Q. What was the balance in the reserve account on 
December 31? On September 30? 
-~ 
Problem 5-A 
Below is the trial balance of D. A. Nutting for the six-month period 
which ended June 30, 19-. 
D. A. Nutting 
Trial Balance, June 30, l9-
Cash $ 8,ooo 
Accounts Receivable 7,500 
Reserve for Bad Debts $ 105 
Inventory, January 1 32,,500 
Supplies 650 
Prepaid Insurance 180 
Equipment 15,000 
Accounts Payabl.e 7,800 
D. A. Nutting, Capital 39,000 
Sales 39,400 
Purchases 18,300 
Salary Expense 3,300 
Rent Expense 800 
Miscellaneous Expense 75 
$86,305 $86,305 
Instructions: (1) Prepare a ten-column work sheet for the six-
month fiscal period which ended June 30, l9-. 
Additional E!!!.: 
Increase the reserve for bad debts b,y one per cent of 
the accounts receivable 
Inventory, June 30, $2):,800 
Supplies used, $400 . 
Insurance expired, :$85 
(2.) Prepare a profit and loss statement and a 
balance sheet. 
(3) Record the adjusting entries in a general 
journal. 
Problem 6-A 
Instructions: Record all transactions in a general journal. 
a. Charge sales at the end of the fiscal period were $12:1$80. 
One per cent of this amount is estimated to be uncollectible. 
Set up a reserve for bad debts account on the books. 
b. J. T. Curry 1 s account of $24 is uncollectible and should be 
written off. 
c. Received a check for $17.$0 from A. D. Dooley, whose account 
had been previously 'Written off. 
d. Two per cent of the accounts receivable at the end of the 
fiscal period was estimated to be uncollectible. Increase the 
reserve for bad debts by this amount. Accounts receivable, 
$9,684.$0. 
e. A. J. Duffy is unable to pay his account balance of $23.$0. 
Write off his account as a bad debt. 
f. Received from S. o. M:lyer a check for $36 in full payment of 
his account which had been previously written off. 
g. The balance of the reserve for bad debts is $138.7$. This should 
be increased to $26$. 
b. Received a check for $3$.8$ from L. P. Towle on account. 
i. The following customers' accounts should be 'Written off as 
uncollectible: 
D. B. Berry 
s. D. Gulden 
j. Received a check from D. D. Atwood for $16.4$ in full ~ent 
of his account which had been previously written off. 
k. Sales for the period were $46,342.90. It was estimated that 
li% of this amount would prove to be uncollectible. Increase 
the reserve for bad debts. 
1. Received a check for $20 from the Case Collection Agency for 
our share of the amount collected from s. K. Campbell. The 
agency kept $0% or $20 as its fee. Mr. Campbell's total. 
account was $40. 
18 
Problem 7-B 
Instructions: Record all transactions in a general journal. 
a. Two per cent of the accounts receivable at the end of the fiscal 
period was estimated to be uncollectible. Increase the reserve 
for bad debts by this amount. Accounts receivable, $6,293.47. 
b. Received a check for $15 from A. L. Dunlop. The balance of his 
account ($21.50) was uncollectible and should be written off. 
c. Received a check from N. E. Cole for $246.10. Cole's account 
bad been previously written off. 
d. Received a check for $25 from the Ace Collection Agency as our 
share of the past-due. account of the Home Dress Shop. The Ace 
Collection A~enc.y 1 s fee is 50%. The dress shop1 s total account 
balance was $70. -The uncollected balance should be written off. 
e. A. K. Block's account for $14.50 is uncollectible and should be 
written off. (No reserve for bad debts account is maintained.) 
f. Received a check for $43.75 from S. L. Newell in .full payment 
of his account which had been previously written off. (No 
reserve for bad debts account is maintained.) 
g. Before the books were closed, it was decided that the reserve 
for bad debts should be decreased by $88. 
h. The following accounts should be written off as uncollectible: 




· i. Received a check for $36 from A. P. Grant, whose account had 
been previously written off. 
j. The balance of the reserve for bad debts at the end of the fiscal 
period was $JJ.5.50. The charge sales for the period were $8,425. 
One per cent of the charge sales ns estimated to be uncollectible. 
The reserve account, however, should not exceed $:1.85. 
Problem 8-B 
Below is the trial balance of E. D. Hedberg for the six-month 
period which ended June 30, 19-. 
E. D. Hedberg 
Trial Balance, June 30, 19-
Cash $ 8,42.5.34 
Accounts Receivable 7,829.1.5 
Reserve for Bad Debts $ 9.5.60 
Inventory, January 1 32,343. 7.5 
Supplies 6,50.2.5 
Equipnent 18,7.50.00 
Accounts Payable 8,080.20 
Mortgage Payable 1o,ooo.oo 
E. D. Hedberg, GapitaJ. 3.5 ,soo.oo 
Sales 38,890.2.5 
Sales Returns and Allowances 4,52.10 
Purchases 18,693 • .50 
Purchase Returns and Allowances 1.56.80 
Freight In 340.78 
Salary Expense 3,2,50.00 
Rent Expense 900.00 
Delivery Expense 
.54.5 • .50 
Insurance Expense 488.00 
Discount on Sales 214.48 
Discount on Purchases 160.00 
$92,882 .. 85 $92.,882.8.5 
Instructions: (1) Prepare a ten-column work sheet for the six-month 
.fiscal period which ended June 30, 19-. 
Additional ~: 
Adjust the reserve for bad debts to aqua+ 2% of the 
accounts receivable 
Inventory, June 30, $30,820.7.5 
Supplies used, $330.20 
Insurance expired, $122.00 
(2.:) Prepare a profit and loss statement and a balance 
sheet. 
(3} Record the adjusting entries in a general journal. 
Problem 9-B 
M. T. Kelley keeps a reserve for bad debts account. The balance on 
January 1 was $80. The estimated loss from bad debts is computed at 
one per cent of the accounts receivab+e at the end of the quarter. 
Instructions: Record the follawing transactions in a general journal 
and a cash receipts journal, and post to a reserve account. 
Jan. 4. Write off the account of E. A. Ford as uncollectible, $13 • .50. 
Jan. 30. Received a check for $18 on account from L. D. Tarr. 
Feb. 1.5. Received a check for $12 from c. o. Lee. Mr. Leets account 
had been previously -written off as a bad debt. 
Mar. 31. Accounts receivable at the end of the quarter was $8,860. 
Record the reserve for bad debts at one per cent of this 
figure. 
April 12. The account of D. T. Fielding, $42., and the account of 
A. A. cynch, $14, should be m-itten off as uncollectible. 
May 20. Received a check for $.34 from E. J. Elliot, whose account 
had been previously written off. 
June ,5. Received a check for $60 from the Hill Collection Agenc.y 
representing Mr. Kelley's share of the $80 collected from 
N. D. Becker. The agency kept 25% of the $80 as their 
fee. Mr. Becker's total account balance was $80. 
June 30. Accounts receivable at the end of the quarter was $8,2.$0. 
Record the reserve for bad debts. 
July 13. Received $ll from o. s. Towle. Her account had been pre-
viously written off. 




Received a check for $45 from the Hill Collection Agency 
representing Mr. Kelley's share of the $90 collected from 
L. A .. DilJ.on. The agency's fee ms 50% of the amount col-
lected. Mr. Dillon's total account balance was $120. 
The uncollected balance should be written off. 
The account of E. K. Norton, $41, and the account of H. c. 
Maloney, $36, should be 'Written off as uncollectible. 
Sept. 31. Accounts receivable at the end of the quarter was $9 ,1.$0. 
Record the reserve for bad debts. 
Q. What -was the balance of the reserve account on 
September 31? On June 5? 
Problem 10-B 
Donald C. Harper owns and opera tea a wholesale sporting goods store. 
To date, he bas never used a reserve for bad debts account. 
Instructions: Record the necessar,y entries for the following 
selected transactions in a combined cash journal. Set up the fol-
lowing "T• accounts: Accounts Receivable . SUllllll8.ry, and Reserve for 
Bad Debts. Post to these accounts. 
Dec. 31. The balance of the accounts receivable at the end of the 
fiscal year was $8,797.18. Of this amount, $97.18 is 
considered uncollectible and should be written off (cus-
tomer, Post Department Store). Of the balance, 97% is 
good; the rest is estimated to be uncoJ.+ectible. Re-
cord the entries to write off bad debts, and set up a 
reserve for bad debts account. 
Jan. 27. The Holden Sporting Goods Company reported that it would 
be unable to pay the balance of its account amounting 
to $128.40. Write off the account. 
Mar. 31. At the end of the first quarterly fiscal period, the re-
serve for bad debts should be adjusted to equal $300. 
June 13. The following accounts proved to be uncollectible and 
should be written off: 
w. T.· Ware 
L. R. Nolan 
w. A. Atwater 
June 30. At the end of the second quarterly fiscal period, the 
reserve for bad debts should be adjusted to equal 3% of 
the accounts receivable at this date. Accounts receiv-
able balance -was $10,2,50. Adjust the reserve. 
Sept. 30. At the em of the third quarterly fiscal period the re-
serve for bad debts was considered to be excessive, and 
it should be reduced to $2,50. 
Q. What was the balance of the accounts receivable 
summar.y account at the close of the day on 
June 13? 
Q.. What 1ms the ~ance of the accounts receivable 
summar,y account on September 30. The reserve 
account? 
Q. What was the book value of the accounts receiv-
able on September 30? 
Problem ll-B 
The Black Coal Compa~ makes a practice of assigning uncollectible 
accounts to the Dale Collection Agency, which keeps 25% of the amount 
collected as their fee. Mr. Black keeps a reserve for bad debts 
account. The balance on December 31 was $81.25. 
Instructions: Record the following selected transactions in a 
general journal and a cash receipts journal, and post to a reserve 
for bad debts account. 
Jan. 9. The account of T. s. Adams should be written off as un-
collectible, $96. 
Feb. 10. Received $25.20 from A. c. Monroe, whose account had been 
written off last November 2:. 
Mar. 31. Increase the reserve for bad debts by 2% of the accounts 
receivable. The balance of the accounts receivable was 
$4,450. 
April ll. The Dale Collection Agency collected $24 of the $40 owed 
by R. J. Rook and sent Mr. Black a check for his share. 
The balance of Mr. Rook's account should be written off. 
May 
2. Received a check for $18 from N. B. Connors, whose account 
had been written off December 30. 
8. Received a check for $23.50 from W. 0. Cmnmjngs in full 
payment of her account. 
June 30. Before the books were closed, it was decided that the re-




The Dale Collection Agency was unable to collect ~hing 
on the account owed by D. S. Harron, $54. Write off the 
account. 
Received a check for $22.50 from the Dale Collection Agency, 
which represents Mr. Black's share of the amount collected 
from F. H. Rowe. The f.'ull _ amount o:£ .Mr. Rowe 's account was $50. The uncollected balance should be written off. 
Aug. 26. Received a check for $12 • .$0 from Mr. Hewitt, whose account 
had been written off February 11. 
Sept. 1.$. The account of M. c. Howard was written off, $2.5 • .$0. 
Sept. 30. Increase the reserve for bad debts to equal $90. 
Q. What was the balance of the reserve account on 
1/Ay 8? 
Problem 12-B 
Mr. Adams operates a small clothing store. He does not maintain a 
reserve for bad debts account. Uncollectible accounts are handled 
by the Ford Finance Corporation, whose fee is 40%. 
Instructions: Record the following selected transactions in a 
general journal and a cash receipts journal. 
Jan. 28. Received a check for $20 on account from John Grim. 
The balance of his account is uncollectible and should 
be written off, $12.50. 
Feb. 10. Received a check for $1.5 i'rom D. B. Agnew, whose account 
had been written off last December 1.5. 
Mar. 13. Received a check for $24 i'rom the Ford Finance Corporation 
which represents Mr. Adams• share of the amount collected 
from R. L. Green. The full amount of Mr. Green's account 
was $60. The uncollected balance should be written off. 
M:lr. 18. Mr. Owens, who purchased a suit for $48 on Ya.rch 10, re-
fused to pay and returned the suit. 
April 14. The Ford finance Corporation sent Mr. Adams a notification 
that they were unable to collect aeything on the past-due 
account of v. F. McManus, $31 • .55. 
April 20. Received a check for $17.8.5 !rom Miss Bennett, whose 
account had been written off Februar,y 16. 
2. Received a check for $2·.5 from H. B. Addison as a part 
payment on his account of $40. 
May 22. The Ford Finance Corporation collected $30 from s. D. Avery, 
which was only 60% of the amount due and sent a check to 
Mr. Adams for his share. The uncollected ba.lance should be 
nitten off. 
June 20. The account of George Mills should be written off as a bad 
debt, $24.7.5. 
June 26. Received a check for $22 from Henry Doyle, whose account 
had been writ ten off April 10. 
June 28. Received a check for $3.5 from H. E. Hadley on account. 
Guides for the Use of the 
Problems in Unit I 
Problem 1-A: Journal entries to record the reserve for bad debts and 
to write off debts which are uncollectib~e. 
Problems 2-A and J-A: Journal entries to record the reserve for bad 
debts and to write off bad debts for a business firm. 
Problem · 4-A: Use of 11 T11 accounts for :posting. 
Problem ~: Work-sheet :problem with adjustments. 
Problem 6-A: Receipt of a check from a customer whose account had been 
:previously written off as a bad debt. The handling of bad debts 
by a collection agency. 
Problem 7-B: No reserve for bad debts account is maintained. 
Problem S-B: Work-sheet problem with adjustments. 
Problems 9-B to 12-B: Repetition of principles which have been 
previously introduced. 
UNIT II 
Depreciation of Fixed Assets 
Problems l-A to 14-B 
Problem 1-A 
a. L. T. James purchased a tractor four years ago for $16,000 and 
sold it yesterday for $9,000. The book value when sold w.as 
$10,000. 
Q. What was the cost of the tractor? 
Q. Haw much depreciation had been recorded? 
Q. What -was the gain or loss? 
Q. In what statement and under what heading will the gain 
or loss be shown? 
b. A building which cost .$20,000 was sold for $10,000. The depreci-
ation on this building was $12,000. 
Q. What -was the book value of the building? 
Q. What "Was the gain or loss? 
Q. In what statement and under what heading will the gain 
or loss be shown? 
c. On June 30, the book value of a typewriter was $50. The depreci-
a t ion on this typewriter was $160. 
Q.. 'Yihat was the cost of the typewriter? 
d. A construction compa~ purchased a bulldozer for $25,000. They 
estimated that the machine would last ten years, with a scrap 
value of $1,000 at the end of that time. 
Q. How much depreciation will be charged off each year? 
Q. What is the annual rate of depreciation? 
e. The balance of the machinery account on December 31 was $12,000. 
The annual rate of depreciation was 25%. 
Q. What is the entry to record the annual depreciation? 
£. J. J. Morris purchased a second-hand truck for $2.,500 cash. 
Q. What is the entry for this purchase? 
Q. Should this truck be depreciated? Give reason. 
Problem 1-A (cont.) 
g. The balance of the building account on December .31 'Was $1001000. 
The annual depreciation rate 'WaS 5%. 
Q. 'Wbat is the entry for the annual depreciation? 
Q_. In what statement and under what heading will the fol-
lowing accounts appear: the depreciation expense 
account and the reserve for depreciation of buildings 
account? 
h. An office desk which cost $500 was discarded. The book value "Was 
$35. 
Q.. What is the entry for this transaction? 
Q.. What 'W3.S the gain or loss? 
Q. In what. statement and under what heading will the gain 
or loss appear? 
i. Purchased a new adding machine for $250 cash plus an old adding 
machine which had a book value of $50 and which cost $275. 
Q. What is the entry for the purchase? 
Problem 2-A 
The ~t Oil Company has accounts for trucks and reserve for depreci-
ation of trucks. Opening bal.ances on January 1, 1948 were: Trucks, 
$185,000; Reserve for Depreciation of Trucks, $35,000. 
Instructions: Record in a combined cash journal the following transac-
tions selected from the books over a period of years, and post to a 
truck account and a reserve account. Post the balances given above. 
Remember to write of:f depreciation on trucks which are discarded, sold, 
or traded. 
Jan. 2, 1948. Sold an old truck for scrap for $600 cash. This truck 
cost $101000 and had a book value of $800 when sold. (Figure the depreciation, and write it off against the 
reserve account.) 
Dec. 31, 1948. 
Jan. 2, 1949. 
Dec. 31, 1949. 
Jan. 3, 1950. 
Jan. 5, 1950. 
Dec. 31, 19$0. 
Jan. 4, 1951. 
Jan. 5, 19$1. 
Dec. 31, 1951. 
Jan. 2-, 1952. 
Jan. 6, 19$2. 
Dec. 31, 1952. 
Record the annual depreciation on trucks at 10% of 
the balance in the truck account. 
Purchased a large tank truck on account for $15,000 
from the Buckley Motors Corporation. 
Record the annual depreciation on the trucks. 
Discarded an old truck which cost $12,000 and which 
had a book value of $300 at this date. 
Sold a truck to a farmer for $1,000 cash. This truck 
cost $9,000 and had a book value of $1,200 when sold. 
Record the annual depreciation on the trucks. 
Purchased a truck on account from the Buckley Motors 
Corporation for $7,000 plus an old truck which cost 
$9,$00 and which had a book value of $3,000 when traded. 
Discarded an old truck which cost $8,$00. The depreci-
ation on this truck was $8,$00. 
Record the annual depreciation on the trucks. 
Purchased three new trucks on account from the Buckley 
Motors Corporation for :$11,000 cash each. 
Sold an old truck for scrap for $$00. This truck cost 
$9,300 and had a book value of $450 when sold. 
Record the annual depreciation on the trucks. 
Q. What is the balance of the two accounts? 
Q. What is the book value of the trucks? 
Problem 3-A 
D. B. Jones owns a large trucking firm. On January 1, the balance of 
his truck account -was $175,500, and the balance of the reserve for 
depreciation of trucks. was $85,000. 
Instructions: Record the following selected transactions in a general 
journal, and post to a truck account and a reserve account. Post the 
balances given above. Remember to write off the depreciation on trucks 
which are discarded, sold, or traded. 
Jan. 5. Purchased truck #20 on account from the Ford Motor Company 
for $12,000. 
Jan. 15. Discarded truck #5. This truck cost $10,000. The depreci-
ation recorded to date on this truck was $9,000. 
Feb. 1. Sold truck #6 for $1,500 cash. This truck cost $13,000 and 
had a book value of $1,200 when sold. 
Feb. 27. By paying $800 in cash and trading in truck #17, the firm 
purchased a new truck, #21. The old truck cost $6,000 and 
had a book value of $4,000 at . this date. (No profit or loss 
should result on a trade-in when the new asset is brought on 
the books at the book value of the old asset plus the cash 
paid.) 
Mlr. 3. Truck #4, which cost $7 ,ooo, "tJas discarded. The deprecia-
tion recorded to date was $7,000. 
April 9. Truck #7, which cost $11,000, was sold for $3,000 on account 
to Standard Trucking Company. The book value of the truck 
at this date was $2,500. 
April 22. Purchased truck #22 on account from the Ford Motor Compaqy 
for $5,500 plus truck #.8, which cost $10,500 and which bad 




1. Purchased truck #23 for $.3,500 from the Ford Motor Company, 
$1,000 in cash and the balance in one year. 
14. Truck #3, which cost $10,250, 11as discarded. Book value 
at this date was $250. 
26. Sold truck #9 for $1,400 to the Speeqy Trucking Company, 
$400 cash and the balance on account. At this date, the 
depreciation on the truck was $7,000, and it had a book 
value of $650. 
2.. Purchased three trucks, #24, #25, and #2.6, for $10,500 each 
from the Ford Motor Company • . Paid $101 000 cash. and the 
balance on account. 
Problem 4-A 
Aa L. Quinlan owns a small etore8 His account balances in the general 
ledger on December 31 were as follows: 
Cash 
. Accounts Receivable 
Reserve for Bad Debts 
Inventory, January 1 
Supplies 




















Buildings Loss on Fixed Assets 30 
Res. for Dep. of Buildings 
Eq:uipment 
Res$ for Dep. of Equipment 
Accounts Payable 
A. L. ~inlan, Capital 17,000 
Instructions: (1) Record the account balances in the trial balance 
columns of a ten-column work sheet. Foot and rule 
the trial balance. 
(2) Complete the ten-column work sheet for the annual 
fiscal period ·which ended December 31. Record the 
following additional data as of December 31: 
Increase the reserve for bad debts by one per 
cent of the accounts receivable on Deca~ber 
.31. 
The annual depreciation rates are: 
Buildings,5% 
Equipment, 10 % 
Supplies inventory, $12 
Inventory, $6,000 
(3) Prepare a profit and loss statement and a balance 
sheet. In the profit and loss statement, Loss on 
Fixed Assets should appear under the heading of 
"Other Expenses." 
Problem 5-A 
Instructions: P. T. Brown owns and operates a small manu£acturing 
plant. Record the following selected transactions in a general 
journal. 
Sept. 3. Purchased machine #15 on account from the Iron ~chine 
Works for $1,250. 
Sept. 15. Purchased a small second-hand crane from D. s. Curley for 
$4,350, $1,000 in cash, the balance payable in one year. 
Sept. 31. The annual depreciation rate on machinery is ~. The 
machinery account balance is $16,850. Record the depreci-
ation for the month. 
Sept. 31. The annual depreciat ion rate on buildings is 12%. The 
building account balance is $100,000. Recor d the depreci-
ation for the month. 
Oct. 1. Sold machine #3 for ~00 cash. This machine cost $1,200 
and had a book value . of $288 at this date. 
Oct. 4. Sold machine #4 for $500 cash. This machine cost $8,500 
and had a book value of $480 when sold. 
Oct. 10. Machine #2, which cost $1,800, was discarded. The depreci-
ation recorded to date on this machine was ~1,750. 
Oct. 15. Purchased a new machine, #16, for $900 cash plus our old 
machine #5. The old machine cost $1,600 and had a book 
value of $500 at the time of the trade-in. 
Oct. 31. Record the depreciation for the month on buildings and 
machinery. (The balance of the machinery account must 
be figured. ) 
Nov. 15. Purchased a building for $25,000 cash. 
Nov. 26. Sold an old power lathe for $65 cash. The depreciation on 
this lathe was $375, and the. book value was $100. 
Dec. 15. Sold machine .#1 for $75. The machine cost ' 350 and bad 
no book value at this . date. 
Dec. 31. Record the depreciation for the month on buildings and 
machinery using the same rates. 
·~ . 
Problem 6-A 
The balances of J. A. Cook's fixed asset accounts on December 31, 
1951 were: Buildings, $200,000; Office Equipment, $10,000; Deliv-
ery Equipment, $25,000 • . For each asset account, Mr. Cook keeps a 
reserve for depreciation account. The reserve balances are: 
buildings, $60,000; of fice equipment, $L.,ooo; delivery equi pment, 
d' ~10,000. 
Instructions: Post only the reserve account balances given above to 
the proper reserve accounts. Record the following selected transac-
tions in a combined cash journal, and post to the reserve accounts. 
Dec. 31, 1951. 
June 301 1952. 
Oct. 31, 1952. 
The annual depreciation rates are: buildings, 6%; 
office equipment, 12%; deli very equipment, 2L%. 
Record the depreciation for the year 1951, and post 
to the reserve accounts. 
Balances on June 30, 1952: Buildings, $225,000; 
Off ice Equipment, $12,000; Delivery Equipment, 
$30,000. Record the depreciation for the six montha. 
Balances on September 30, 1952: Buildings, $225,000; 
Office Equipment, $11,500; Delivery Equipment, 
$28,000. Record the depreciation for the three 
months. 
Balances on October 31, 1952 ; Buildings, $225,000; 
Office Equipment, $13,000; Delivery Equipment, 
$31,000. Record the depreciation from September 30 
to date. 
Balances on December 31, 1952: Buildings, $225,000; 
Office Equipment, $13,000; Delivery Equipment, 
$32,000. Record the depreciation from OCtober 31 to 
date. 
Q. What are the balances in the reserve accounts 
on December 31, 1952 after recording and 
posting all of the above depreciation? 
Q.. What is the book value of the three asset 
accounts on December 31, 1952? 
Q. ilnat may have been responsible for the 
changes in the asset account balances from 
period to period? 
Problem. 7-A 
a. On February 29, 19.52, a water cooler which cost $300 was dis-
carded. As of December 31, 19.51, $260 of depreciation bad been 
recorded against the asset. The depreciation rate is 10% and is 
recorded annually on December 31. 
Explanation: Before the entr.y for the disposal can be recorded, 
the depreciation for Januar.y and Februar.y of 19.52 must be com-
puted and recorded: 10% x $300 • $30 annual depreciation. De-
prec~tion for Januar.y and February equals 2/12 of $30, or $,5. 
This must be recorded first. 
Depreciation of Office Equipment $ 5 
Res. for Dep. of Office Equipment $ 5 
To record the depreciation to date 
Then the entr.y for the disposal is made, writing off all the de-
preciation on t he asset to date. 
Res. for Dep. of Office Equipment ($260 + $5) $265 
Loss on Disposal . 35 
Office Equipment $300 
To record the sale of a water cooler 
b. Sold a desk for $50 on March 31, 1952, cost, $400. As of December 
31, 1951, the depreciation already recorded at .5% annually on this 
desk amounted to $325. Compute and record the depreciation for 
january, February, and MU-ch, 19.52. 
Q.. What are the two entries for the sale? 
c. Purchased a new typeWriter for $160 cash plus an old typewriter. 
The old typewriter cost $190 and bad a book value of $45. 
Q.. What was the entry for the trade-in? 
d. On January 31, 1952, a billing machine which cost $1,500 was dis-
carded. As of December 31, 19.51, $1,460 of depreciation had been 
recorded on the asset. The depreciation rate is 20% and is re-
corded annually on December 31. 
Q. What are the entries for the disposal? 
Q. Was there a profit or loss on disposal? 
e. Purchased a truck on April 1, 1952 for $5,000. The depreciation 
rate is 12% and is recorded annually on. December 31. 
Q. How much depreciation will be recorded for 1952? 
Problem 7-A (cont.) 
f. Purchased a machine for $7,500 with an estimated life of four 
years and a resale value-of $300 at the end of that time. 
Q. What is the annual depreciation? The annual rate? 
g. Purchased a power drill on account from Ace Tool Company for 
$325. 
Q. lVhat is the entry for the purchase? 
h. On June 30, 1952, an old office safe which .cost $460 was dis-
carded. As of December 31, 1951, $437 of depreciation had been 
recorded. The depreciation rate is 10% and is recorded annually 
on December 31. · 
Q. What is the entry for the disposal? Profit or loss? 
3 
Problem 8-B 
a. A power drill which cost $600 was estimated to last five years and 
to have a scrap· value of $40 ·at the end of that time. 
Q. What is the annual depreciation'( The annual rate? 
b. The balance of the office equipment account on December 31 was 
$16,725. The annual depreciation rate is 10%. 
Q. What is the entry to record the depreciation? 
c. Discarded an old typewriter which cost $195 and which had a book 
value of $15. 
Q. What is the entry to "Write off the ty:pewriter'l 
Q. In what statement and under what heading will the 
gain or loss be shown? 
d. The balance of the building account on March 31 was $225,750. 
The annual depreciation rate is 10%. 
Q. What is the depreciation for the three months ending 
M:l.rch 31? 
e. Sold an old truck for $85. This truck cost ~~7 ,ooo and had no 
book value at the time . of the sale. 
Q. 'Wlzy" did the truck have no book value? 
Q. What is the entry for the sale? 
Q. In what statement and under what heading will the 
gain or loss be shown? 
f. On September 31, the truck account had a balance of $15,850. The 
annual depreciation rate is 25%. The depreciation is usually 
recorded quarter~,but through an error, no depreciation has been 
recorded since January 1. 
g. 
Q. What is the entry to record the depreciation to date? 
Purchased a new desk from the Adley Office Equipment Company for 
$375 ($75 cash and the balance on account) plus an old desk. The 
old desk cost $400 and had a book value of $125. 
Q. What is the entry to record the purchase? 
h. Sold an old typewriter which cost $1.85 and which had a book value 
of $30 when sold. The profit on the sale was ~25. 
Q. 'What was the selling price? 
Problem 9-B 
The Premium Insurance Company keeps all its typevr.riters in a special 
account and computes depreciation annual~ at 20% on the balance of 
the typewriter account at the end of the year. Among the accounts on 
the company's books on January 1, 1948 were the following: Buildings, 
~~50,000; Typewriters, $21,254; Reserve for Depreciation of Buildings, 
$75,000; Reserve for Depreciation of Typewriters, $10,750. 
Instructions: Record the following transactions in a combined cash 
journal and post to the accounts .given above. 
Jan. 2, 1948. Sold for cash 15 old typEmriters to employees for $25 
each. Each typewriter cost $210 and had a book 
June 1, 1948. 
value of $20. 
Purchased 20 typewriters on account from the Ames 
Office Machine Company for $215 each. 
Dec • .31, 1948. Record the depreciation of typewriters for the year. 
Record the depreciation of buildings for the year at 
5%. 
Jan. 15, 1949. Discarded 8 old typewriters. Each typewriter cost 
$195 and had a book value of $15 when discarded. 
June 10, 1949. 





Purchased 15 typewriters on account from the Ames 
Office Machine Company for $220 each. 
Record the depreciation of typewriters and buildings. 
Purchased a building for $75,000. 
Purchased 25 new typewriters on account from the Ames 
Office Machine Company for $5,000 plus .30 old type-
~iters. Each of the old typewriters cost $200 and 
had a book value of ~o. 
Dec • .31, 1950. Record the depreciation of typewriters and buildings. 
Jan. 18, 1951. Sold for cash 10 old typewriters to employees for $25 
each. Each typewriter cost $205 and had a book value 
of $.30. 
Dec • .31, 1951. Record the depreciation of typewriters and buildings. 
Jan. 4, 1952. Sold a small building for $.35,000 to J. E. Dooley. This 
building cost ~,ooo and had a book value of $.30,000. 
Aug. 10, 1952. Purchased 10 new typewriters on account from the Ames 
Office Machine Company for $2.30 each. 
Dec. 31, 1952. Record the depreciation of typewriters and buildings. 
Problem 10-B 
Instructions: The follmving are selected transactions from the books 
of the Best Woolen AtJ:ill. Record the transactions in a combined cash 
journal, and post to a loom account and a reserve account. On 
January 1, the balance of the loom account was $.3.52, 7.50, and the bal-
ance of the reserve for depreciation of looms was $126,300. 
Jan. 2. Purchased loom #36 on account for $1$,000 from the Power 
Loom Company. 
Jan. 16. Discarded loom #2: which cost iJ-2,000 and which had a book 
value of $1,.500 at this date. 
Feb. 2. Sold loom #4 for $.3,000 cash. This loom cost $11,$00 and 
had a book value of $3,.500 when sold. 
Feb. 25. Purch:lsed loom 137 from the Power Loom Company for $13,000 
plus loom #3. Paid $.3,000 cash, the balance on account. 
3. 
Loom 113 cost $11, 7.50. Its book value was $2,000 at this date. 
Mar. 3. Sold loom #5 for $2,000 cash. Loom #.5 cost $14,500 and had 
a book value of $11$00 on N.arch 3. Purchased loom #38 for $15,500 on account from the Power Loom Compacy. 
J&Lr. 18. Sold loom #6 for ;$J:,.soo cash. At this date, the depreci-
ation on this loom was $12,$00; its book value was $2,500. 
April 10. Purchased loom #39 from the Power Loom Company for $8,000 
cash plus loom #10 and loom #12. Loom 1/J.O cost .$14,000 am 
bad a book value of $3,500 on April 10 • . Loom /fl2 cost 
$14,500 and had a book value of $4,000. 
April 20. Discarded loom #1 which cost $10,$00. Annual depreciation 
rate was 5%. Eighteen years• . depreciation has been recorded 
to date. 
1. Sold loom 117 for $1,500. It cost $11,$00. Annual deprecia-
tion rate was 5%. . Twenty years t depreciation has been 
recorded to date. 
Wly 15. Purchased loom #40 from the Power Loom Company for $16,000, 
$2,000 in cash, the balance in one year. 
June 1$. Paid $4,000 cash and turned in loom #8 on the purchase of 
loom #41. Loom #8 cost $14,500. Ten years of depreciation 
on loom #8 has been recorded to date at the rate of 5% 
annually. 
June 30. Discarded loom #9 which cost $10,000 and which had no book 
value at this date. Purchased a second-hand loom, #42, for 
$4,.500 cash. 
Prob 1em 11-B 
N. R.. Evans O\tnS a store. His account balances in the general ledger 
on December 31 were as follows: 
Cash 
Accounts Receivable 





Res. for Dep. of :Sldgs. 
EqUipment 
Res. for Dep. of Equip. 
Accounts Payable 
Salaries Payable 


















Heat and Light 
Rent Expense 
Mise. Exp ense 
Profit on Fixed 
Assets 
$100,822.80 
61,029 .. 75 
218.50 
5j380 .. 45 
800.00 
1,200.00 
110 .. 75 
88.10 
Instructions: (1) Record the account balances in the trial balance 
columns of a ten-column work sheet. Foot and 
rule the trial balance. 
(2) Complete the ten-column work sheet for the 
quarterly fiscal period which ended December 31. 
Record the following additional data as of 
December 31# · 
The reserve for bad debts should be increased 
by one per cent of the accounts receivable. 
The annual depreciation rates are: 
Buildings, 5% 
Equipment, 10% 
Merchandise inventory, $19,500 
Supplies inventory, $22.50 
Prepaid insurance, $200 
(3) Prepare a profit and loss statement and a balance 
sheet. In the profit and loss statement, profit 
or loss from fixed assets Should appear under 
"Other Income" or "Other Expenses." 
Problem 12-B 
L. E. Ayer owns a machine shop. His fixed asset account balances on 
December 31, 1951 were: Buildings, $350,000; Machinery, $175,500; 
Office Equipment, $16,000. The reserve account balances were: build-
ings, $65,000; machinery, $105,000; office equipment, $9,450. 
Instructions: Post only the reserve account balances given above. 
Record the following selected transactions in a combined cash journal, 
a nd post to the reserve accounts. 
Dec. 31, 1951. The annual depreciation rates are: buildings, 5%; 
machinery, 25%; office equipment, 10%. Record the 
depreciation for the year 1951 and post. 
June 30, 1952. 
Sept. 30, 1952. 
Balances on June 30: Btd.l-dings, $32.0,000; Machinery~ 
$196,200; Office Equipment, $17,350. Record the 
depreciation to date. 
Balances on September 30: Buildings, $372,800; Mach-
inery, $189,700; Office Equipment, $17,350. Record 
the depreciation to date. 
Oct. 31, 1952. Balances on October 31: Buildings, i 363,230; Mach-
inery, $185,316; Office Equiprent, $18,142. Record 
the depreciation to date. 
Dec. 31, 1952. Ba:J_ances on December 31: Buildings, $3.63,230; Mach-
inery, $184,210; Office Equipment, $18,400. Record 
the depreciation to date. 
Q,. What are the balances in the reserve ac-
counts on December 31, 1952? 
Q. What were the balances on September 30, 
1952? 
Q. What is the book value of the asset ac-
counts at this date? 
Q. "What may have been responsible for t.he 
changes in the asset account balances from 
period to period? 
Problem 13-B 
a. Sold a desk for i~OO cash on June 30, 1952. This desk was pur-
chased January 2, 1946 for $300. Depre.ciation at 10% had been 
recorded annually on December 31. 
Explanation: Before the entry for the sale can be recorded, the 
depre~iation must be brought up to date. The problem says that 
depreciation is recorded only on December 31, so the last re-
cording of depreciation must have been December 31, 19.51. At this 
date, 6 years of depreciation had alreaqy been recorded at 10%, 
wfiich amounts to .$180 ( 6 years x 10% • 60% x $300 • $180). Now the 
unrecorded depreciation from December 31, 1951 to June 30, 1952 
must be computed and recorded. This peri od is exactly 6 months 
long. Take 10% of $300 and divide by 2 for one-half year, or 
divide 10% by 2 and take 5% of $300 ( $15) • 
Depreciation of Furniture $. 1.5 
Res. for Dep. of Furniture $ 15 
To record the depreciation to date 
Cash $100 
Res. for Dep. of Furniture ($180 + $1.5) . 195 
Loss on Fixed Assets 5 
Furniture $300 
To record the sale of the desk 
b. Discarded an old machine on September 30, 19.52, which was pur-
chased January 2, 1943 for $.5,000. The depreciation rate is 10% 
and is recorded annually on December 31. 
Q. What is the total depreciation on the machine' 
Q. What are the two entries for the disposal? 
c. Sold a truck for ~~,200 cash on December 31, 19.52. The truck was 
purchased June 30, 1948 for $10,000. The depreciation rate is 
20% and is recorded annually on December 31. No depreciation has 
been recorded this year. 
Q. What are the entries for the sale? 
d. Purchased a cash register on June 30, 1952 for ~~00 cash plus an ~ 
old cash register which was purchased June 30, 1947 for $200. 
The depreciation is recorded annually at 10% on December-31. 
Q. What are the complete entries for the purchase? 
Problem 13-B (cont.) 
e. The cash register purchased in (d) was estL~ated to last 10 years, 
with a resale value of $30 at the end of that time. 
Q. What is the annual depreciation? The annual rate? 
f. A large piece of property was purchased for $500,000 on April 1, 
1952. The land cost $150,000, and the building cost $350,000. 
The depreciation rate . is 8% and is recorded annually on December 31. 
Q. What is the entr,y to record the depreciation for 1952? 
g. Purchased a truck on July 31, 1952 for $7,500. The truck bas an 
estimated life of 8 years and a resale value of $300 at the end of 
that time. 
Q. What was the annual depreciation? The annual rate? 
Q. How much depreciation will be recorded on the truck in 
1952? 
Problem 1.4-B 
A. E. Owens Company keeps accounts for typewriters and reserve for 
depreciation of typewriters. Depreciation of the typewriters is com-
puted at 12% on the balance of the typewriter account at the end of 
each quarter~ fiscal period, but depreciation written off on the 
disposal of typewriters is computed on a mont~ basis. 
Instructions: Record the following selected transactions in a general 
journal, and post to the typewriter account (balance January 1, 1952, 
$21,500 and to the reserve account (balance January 1, 1952, $84,400). 
Remember that when assets are discarded, sold, or traded, the deprecia-
tion on the asset must be recorded from the end of the last quarter~ 
fiscal period to the date of the disposal of the asset before the 
disposal entry can be recorded. 
Jan. 3. Purchased a new typewriter for $2~5 cash. 
Jan. 31. Sold a typewriter for $50 cash. This typewriter was pur-
chased January 2, 1946 for $200. 
Feb. 15. Purchased for cash from the Ofi'ice Appliance Company 4 new 
typewriters at $215 each. 
Feb. 29. Discarded a typewriter purchased January 2, 1944 i'or $200. 
Mar. 31. Record the depreciation of' typewriters on the balance in 
the account at this data. 
April 10. Purchased a typewriter for $205 cash. 
April 30. Purchased a new typewriter i'or $42 cash plus an old type-
writer purchased January 2, 1951 i'or $200. 
May 31. Sold a typewriter i'or $35 cash. This typewriter cost $205 
when it was purchased May 31, 19 45. 
June 30. Record the depreciation of' typewriters. 
July 31. Discarded a typewriter purchased March 31, 1944 for $205. 
Aug. 31. Purchased a typewriter i'or $100 cash plus an old typewriter 
which was purchased August 31, 19 48 for $200. 
Sept. 30. Record the depreciation of' typewriters. 
Oct. 31. Sold an old typewriter for $20 cash. This typewriter was 
purchased Mlrch 31, 1945 for ~'1.90. 
Nov. 31. Purchased a typewriter i'or $150 cash plus an old typewriter 
which was purchased June 30, 1946 for $195. 
Dec. 31. Record the depreciation of typewriters. 
- •, . 
Guides for the Use of the 
Problems in Unit II 
Problem l~A: Journal entries to record the reserve for depreciation 
of fixed assets and the sale, trade-in, or disposal of fixed 
assets. 
Problem 2-A: Journal entries to record depreciation (posting to "T" 
accounts) .. 
Problem )-A: Purchase and disposal of fixed assets without computing 
depreciation. 
Problem 4-A: Work-sheet problem with adjustments. 
Problems 5-A and .6.-A: Journal entries to record the depreciation of 
fixed assets and to record the sale and disposal of fixed assets 
(posting to "T" accounts). 
Problem 7-A: Illustration of how to compute depreciation on fixed 
assets which are sold or disposed. (The depreciation to the last 
fiscal closing i s given.) 
Problem 3-B: Short exercises on the computation of depreciation and 
the journal entries necessary for the sale, trade-in, or disposal 
of fixed assets. 




Deferred Expenses and Income 
Problems 1-A to 10-B 
Problem 1-A 
Instructions: Record the adjustments in a general journal. 
a. During the fiscal period, $115 worth of office supplies was 
purchased, and Prepaid Office Supplies was debited f'or this 
amount. At the close of the fiscal period, some of these 
office supplies had been used, so that $115 does not repre-
sent the correct amount of supplies on hand at this rlate. 
A pcysical inventory showed that the actual supplies on hand 
amounted to $50. Record the entry to transfer the used por-
tion, $65, from Prepaid Office Supplies to Supplies Used. 
Q. In what statement and under what heading will these 
two accounts appear? 
Q~ 'Wcy must the $65 be removed from the prepaid office 
supplies account? 
b. Rent received in advance on December 15 amounted to ~400 and 
-was credited to Unearned Rent. On December .31, $190 of this 
amount still remained unearned. Transfer the earned portion 
of the rent to an income account. 
Q. In what statement and under what heading will these 
two accounts appear? 
Q. Wh,y" must the earned portion · be transferred to an 
income account? 
c. Rent paid on December 15 amounted to $200 and was debited to 
Prepaid Rent. On December .31, $90 of. the $200 had been con-
sumed. Transfer the used portion to an expense account. 
d. The prepaid insurance account on the books showed a debit bal-
ance of $88. On December .31, $18 of this amount still remained 
unused. . Transfer the used portion to an expense account. 
e. The interest expense account on the books showed a debit balance 
of $48. Actually, on December .31, only :$20 of this amount -was 
an expense. Tr~nsfer the unused portion. to the proper prepaid 
account. 
f. After the unused portion of the expense has been transferred to 
a prepaid account, as in (e), the prepaid portion should be 
transferred back to the expense account at the beginning of the 
next fiscal period. Transfer the prepaid interest in (e) to an 
interest expense account. 
g. Unearned int.erest on the books, $.30. On December .31, $20 of 
t.his amount had been earned. 
Problem 2-.A. 
Instructions: All adjustments are made as of June ~. unless 
another date is specified in the exercise. Record the adjustments 
in a general joUrnal. 
a. Interest e:x;pense on the books is $220. Of this amount, $50 has 
not been consumed and should be transferred to an asset account. 
b. What entry, if ~. should be made at the beginning of the next 
fiscal period for adjustment (a)? 
c. Prepaid insurance on the books :i.e $350. Only $l05 of this amount 
still remains unused at \ his date • . 
d. Fuel expense on the books is $175. Fuel valued at $75 still re-
mains in the tank. 
e. The manager, on July 1, desires to restore the unexpired balance 
of the fUel in adjustment (d) to Fuel Expense, since the fuel 
will be used up in the coming fiscal period. 
f. Rent received in advance amounts to $4oo and has been recorded 
on the books as rent income; $)00 of this amount is unearned at 
this date. 
g. What entry, if a.ey, should be made on July 1 for adjustment (f)? 
h. Prepaid office supplies on the books is $150. Two-thirds of this 
amount bas been used. 
i. Prepaid rent on the books is $200. At this date, $150 of this 
amount has been consumed. 
j. Interest income on the books is $87; $30 of this amount has been 
earned. In addition, record the. entry which should be made on 
Ju~ 1. 
k. Unearned rent on the books is $500; $200 still remains unearned at 
this date. 
Problem 3-A 
a. J. A. Howard operates his own real estate agency. On March 31, 
his prepaid office supplies account had a debit balance of $216~ 
and his interest expense account had a debit balance of $40. 
However, these balances are incorrect, since $150 of the. supplies 
has been used, and only $25 of the interest expense has been 
consumed. 
Instructions: (1) Open "T" accounts for Prepaid Office Supplies, 
Supplies Used, Prepaid Interest, Interest Ex-
pense, and Profit and Loss SUliDilary. Post the 
balances given above. 
(2) Record the adjusting entries in a general 
journal. Post. 
(3) Record the entry to close the expense accounts 
into the profit and loss summary account. Post. 
(4) Record the reversing entry which should be made 
on April 1 for the interest. 
b. J. A. Howard also maintains accounts in his ledger for unearned 
rent and interest income, w.ith balances on March 31 of · $550 and 
$80, respectivelY• These balances are incorrect, however, since 
$250 of the rent has been earned, and $20 of the interest income 
has not been earned. 
Instructions: (1) Open "T" accounts for Unearned Rent, Rent In-
come, .Unearned Interest, Interest Income, and 
Profit and Loss Summary. Post the balances 
given above. 
(2) Record the adjusting entries in a general journal. 
Post. 
(3) Record the entry to close the income accounts 
into the profit and loss summary account. Post. 
(4) Record the reversing entry which should be made 
, on April l for the interest. 
Q... Why must a reve~sing entry be made for the 
interest on April l? 
Problem 4-A 
C. H. Summers operates his own business. He hires you to adjust his 
books at the end of the quarter. Record all transactions in a general 
journal. On September 30, his ledger contained the following accounts 
for deferred charges: 
Prepaid Office Supplies, $135 
Prepaid Insurance, $220 
Prepaid Interest, $38 
!he ledger also contained the following accounts for deferred credits: 
Unearned Rent, $350 
Unearned Int ere.st, $45 
Additional Data: 
Supplies used during the period, $75 
Insurance consumed during the period, $85 
Of the prepaid interest, $30 has been .consumed. 
Rent actually earned at this date, $200 
Of the unearned interest, $35 has b.een earned. 
Instructions: (1) Open "T" accounts for the accounts listed above 
and any other accounts whieh may be necessary. 
Post all transactions. 
(2) Record the entries to adjust the deferred accounts. 
Post. 
(3) Record the entries to close the expense and the 
income accounts into a profit and loss snmmary 
account. Post. 
~ Are any reversing entries necessary on October 1? 
Give reason for your answer. 
l ( · 
Problem 5-A 
A. D. Poe hires you to adjust his books. Record all transactions 
in a general journal. On June 30, his ledger contained the following 
accounts for deferred charges: 
Supplies Used, $87.50 
Fuel Expense, $64.75 
Insurance Expense, $120.50 
Interest Expense, $28.30 
The ledger also contained the following accounts for deferred eredi ts: 
Rent Income, $5llo 
Interest Ineome, $32 
Additional Elli: 
Supplies on hand at this date, $22.50 
Fuel still in the tank, $24 . 
Insurance unexpired, $55. 30 
Of the interest exp~se, $11.25 has not been consumed. 
Rent actually earned, $lllo 
Of the interest income, $18 has been earned. 
Instructions: (1) Open "!1 accounts for the accounts listed above and 
a~ other accounts which may be necessary. Post 
all ~ransactions. 
(2) Record the entries to adjust the deferred accounts. 
Post. 
(3) Record the entries to close the expense and the 
income accounts into a profit and loss ~ary 
account. Post. 
(4) Record any reversing entries which should be made 
on July 1. Post. 
Q. ~ are these reversing entries made. 
5 0 
Problem &:.A 
The trial balance below was taken :f'rom the books of T. R. Reddy 
for the quarterly fiscal period which ended March 31, 19~. 
T. R. Reddy 
Trial Balance, March 31, 19-
Cash 
Accounts Receivable 
Inventory, January l 
Prepaid Insurance 

























Instructions: ( l) Prepare a ten-column work sheet for the quarterly 
fiscal period which ended March 31, 19--. 
Additional Data 
Inventory, March 311 $10,000 Prepaid intru.rance, :jil75 
Supplies used, $85 
Prepaid interest, $11 
Rent earned, $225 . 
Prepaid fuel, . $100 
Interest income, $30 
(2) Prepare a profit and loss statement and a balance 
sheet$ 
(3) Record the adjusting entries in a general journal. 
Record any reversing entries which should be made 
on April 1. 
Q~·to~ Unh. r .. a lqa J ot 1Q~:a, 2 d~ 
., · ibr:>ry 
5 
Problem 7-~ 
Instructions: All transactions are made as of December 31, unless 
another date is specified in the exercise. Record the adjustments 
in a general journal. 
a. Unearned rent on the books is $625; $300 still remains unearned 
at this date. 
b. Prepaid office supplies on the books is $165.90. !hree-fifths of 
this amount has been used. 
c. Interest expense on the books is $34.70. One-third of this amount 
has not been consumed. 
d. What entry, if any, should be made on January 2 for adjustment 
(c)? 
e. The following accounts need adjusting. Make all the entries 
necessary, including reversing entries. 
Supplies Used, $321.14 
Unearned Rent, $420.50 
Prepaid Interest, $43.72 
Insurance Expense, $415.80 
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Additional information: supplies on hand, $116.11; rent earned to . 





Paid $500 on December 15 for rent from December 15 to January 15. 
At the time of the :payment, Prepaid Rent was debited for the $500. 
A three-year fire insurance policy was purchased on April 1, 1951, 
for $6oo. The account debited at the time of :purchase was Insur-
ance. Expense, $600. 
What entry, if any, should be made on January 2 for. adjustment 
(g)? 
A. $1,000, go-day interest-bearing note receivable on the books 
earns interest for the proprietor at the rate of 0.5% per month. 
The note began to earn interest on December 1. At that date, the 
proprietor credited Interest Income for $15, the total amount of 
interest which the note will earn. 
Problem S-13 
Mr. L. D. Knudson started a new business on M~ l. For the purpose 
of il~ustratio~ just three accounts have been selected from his 
books. The transactions given cover a period of two months, May and 
June. Mr. Knudson' e rent is $6oo, payable in advance on the 20th of 
each month. In the first illustration, Mr. Knudson debita Prepaid 
Rent for the $6oo. In the second illustration, he debits Rent Expense. 
Instructions: (l) Open "T" accounts for Prepaid Rent, Rent Expense, 
Mey' 20. 
and Profit and Loss Summary. 
(2) Record the transactions in a general journal. 
Post. 
Issued a check for $600 in ~ayment of the month~ rent in 
advance. (Debit Pr.epaid Rent.) 
May 31. Adjust the account to separate the prepaid and expense 
elements. Close the expense account into the profit and 
loss summary account. :Balance and rule the prepaid rent 
account. 
Q. If the above adjustment were not made on May 31, 
how would the net proftt for the month be 
affected? 
June 20. Issued a check for $6oo in payment of the monthly rent in 
advance. (Debit Pr.epaid Rent.) 
June 30. Follow the same procednre as on May 31. 
Q. What wa.s the rent expense for Mey? For June? 
Instru.ctione: (3) Follow the same instmctions, starting with ( 1), 
and record the same transactions, this time 
debiting Rent Expense instead of Prepaid Rent. 
Record, at the proper time and in the correct 
order, the reversing entries which should be made 
on June l and July l. (Open a new set of "T" 
accounts.) 
(4) Answer the same questions. 
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Problem 9-:B 
Mr. S. E. Knox started a new business on May 1. For :purpose of 
illustration, just three accounts have been selected from his books. 
The transactions cover a period of two months, May and June. Mr. 
Knox rents space in his building to a tenent and charges $500, payable 
in advance on the 20th of each month. In the first illustration, Mr. 
Knox credits Unearned Rent for the $500. In the second illustration, 
he credits Rent Income. 
Instructions: (1) Open "T" accounts for Unearned Rent, Rent Income, 
and Profit and Loss Summary. 
(2) Record the transactions in a general journal. 
Post. 
~ 20. Received a check for $500 in payment of the monthly rent in 
advance. (Credit Unearned Rent.) 
May 31. Adjust the account to separate the prepaid and expense 
elements. Close the income account into the profit and 
loss summary account. :Balance and rnle the unearned in-
come account. 
Q. If the above adjustment were made on May 31, how 
would the net profit for the month be affected? 
June 20. Received a check for $500 in p~ent of the month~ rent in 
advance. (Credit Unearned Rent.) 
June 30. Follow the same procedure as on May 31. 
Q. What was the rent income for May? For June? 
Instructions: (3) Follow the same instructions, starting with (1), 
and record the same transactions, this time 
crediting ~ Income instead of Unearned Rent. 
Record, at the proper time and in the correct 
order, the reversing entries which should be made 
on June 1 and July 1. (Open a new set of 11 T11 
accounts.) 
(4) Answer the same questions. 
Problem 10-:B 
The ·trial balance below was taken from the books of w. A. Lowe 
for the qQarterly fiscal period which ended December 31, 1952. 
W. A. Lowe 
Trial :Balance, December 31, 1952 
Cash 
Accounts Receivable 
Reserve for :Bad Debt e 
Inventory, October 1 
Prepaid Insurance 
Prepaid Office Supplies 
:Buildings 




























Instructions: (1) Prepare a ten-column work sheet for the quarterly 
fiscal period which ended December 31, 1952. 
Additional B!!!: 
The $4go of insurance represents a three.:.year policy pur-
chased September 1, 1952. 
The monthly rent is $2g0, payable in advance on the 15th 
of each month. . 
The unearned rent represents the income from a part of the 
building which Mr. Lowe sublets. The rent is $40 per 
month, payable in advance on the 15th of each n~onth. 
Office supplies on hand, $75.50 
Inventory, December 31, 1952, $lg,4oo 
Of the interest income, $20 has not been earned. 
(2) Prepare a profit and loss statement and a balance 
sheet. 
(3) Record the adjusting entries in a general j~al. 
Record any reversing entries which should be made 
on January 2, 1952. 
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Guides for the Use of the 
Problems in Unit III 
Problem 1-A: Introduction and illustration of how to adjust mixed 
account!!. 
Problems 2-A to 5-A: .A:djustment of mixed accounts (posting to fiT 11 
accounts)e 
Problem 6-.A: Work-sheet problem with adjustments. 
Problem 7-B: Short Exercises on the adjustment of mixed accounts, 
including some difficult computation. 




The Pay Roll 
Problems 1-A to 11-B 
Problem 1-A 
Below are two pay-roll records of a business owned by E. H. Cutts. 
1fll'. Cutts pays his employees in cash at the end of every week. 
a. 
PAY-ROLL RECORD :FOR WEEK ENDING JUNE 61 19-
Total Deductions 
No. Name Earnings F.O.A.B. Income Tax Net Pay 
1 R. s. Endler $65.00 $ 8.20 
2 A. T. Green . 62.00 . 12 .• 1!0 
3 D. B. Griffin 71.00 10.20 
4 w. D. Lewis 68.00 7.80 
s E. z. Marks 67.50 9.ti:J 
6 H. A. Snider 55.25 6.70 
7 F. J. Tracy 59.75 6.20 
Totals 
Instructions: (1) Complete the pay-roll record using 1!% for 










( 2) Prepare a pay-roll change sheet. 
(3) Prepare a pay-roll requisition. 
PAY-ROLL RECORD :FOR WEEK ENDING JUNE 13 1 19-
R. S. Endler 
A. T. Green 
D. B. Griffin 
w. D. Lewis 
E. z. Marks 
H. A .. Snider 
F. J. Tracy 
Totals 
Total Deductions 
















Instructions: Follow the ~e instructions given in (a) above. 
Problem 2-A 
a. E. A. Horton's pay roll for the week ending March 10,19- was 
distributed as follows: 
Sales Salaries, $600 
Office Salaries, $200 
Deli very Salaries, $100 
Deductions from emplqyees• salaries: 
Federal old-age insurance benefits at li%, $13.50 
Total em.plqyees t income taxes withheld, $150 
Employer's liability for social security taxes: 
Federal old-age insurance benefits at lt%, $13.50 
State unemployment compensation at 2. 7%, $24.30 
Federal unemployment compensation at 0.3%, $2.70 
Instructions: (l) Prepare a pay-roll summary for the week. 
(2) Make the entry in the general journal to 
record the distribution and payment of the 
pay roll. 
(3) Make the entry in the general journal to 
record the emplqyer' s pay-roll tax liabilities. 
b. E. A. Horton's pay roll for the week ending :r&lrch 17, 19- 'W&S 
distributed as follows: 
Sales Salaries, · $650 
Office Salaries, ~50 
Deli very Salaries, $100 
Deductions from employees' salaries: 
Federal old-age insurance benefits, li% ( 0. 015) 
Total employees' income taxes withheld, $170.60 
Empl~er's liability for social security taxes: 
Federal old-age insurance benefits; li% (0.015) 
State unemployment compensation, 2:.7% (0.027) 
Federal unemplqyment compensation 0.3% (0.003) 
Instructions: Follow the instructions given above in (a). The 
taxes, with the exception of employees' income taxes, must be 
computed. 
Problem 3-A 
a. The pay roll of c. J. Childs for the week ending January 16, 19-
-wa.s distributed as follows: 
Sales Salaries, · $800 
Office Salaries, $300 
Deli very Salaries, $100 
'Deductions from emplqyees 1 salaries: 
Federal old-age insurance benefits, li% 
Total employeest income taxes withheld, $220 
Employer's liability for social security taxes: 
Federal old-age insurance benefits, ll% 
State unemployment compensation, ~.7% 
Federal unemployment compensation, 0.3% 
Instructions: (1) Prepare a pay-roll summary for the week. 
( 2) Ms.ke the entry in the general journal to 
record the distribution and payment of the 
pay roll. 
(3) Make the entry in the general journal to 
record the emplqyer•s pay-roll tax liabilities. 
b. The pay roll of C. J. Childs for the week ending January 23, 19-
was $1,500 (sales salaries, $900; office salaries, $450; delivery 
salaries, $150). 
Employer and employee deductions: 
Total emplqyees 1 income taxes withheld, $270 
Federal old~ge insurance benefits, li% 
Federal unamplqyment compensation, ·0.3% 
State unemployment compensation, 2.. 7% 
Instructions: Follow the instructions given above in (a). 
Q.. In what statement and under what heading will the 
following accounts appear? 
Office Salaries 
F .o.A.B. Taxes Payable 
Social Security Taxes 
Federal Unemployment Taxes Payable 
State Unemployment Taxes Payable 
Employees• Income Taxes Payable 
Problem 4-A 
The following pay-rolJ. transactions were selected from the books o£ 
T. W. Johnson. 
Instructions: Record the transactions in a general journal. 
Dec. 24. Issued a check in payment of the weekly pay roll of $2,2GO 
(sales salaries, $1,500) office salaries, $500; delivery 
s~laries, $200) less deductions for Federal old-age benefits, 
1~, and employees' income taxes, $.375. 
Record the employer's liability for social security taxes 
at the following rates: 
Federal old-age benefits, li% 
State unemployment compensation, a.7% 
Federal unemployment compensation, 0 • .3% 
Dec • .31. Issued a check in pa;ylllent of the weekly pay roll of $2,400 
(sales salaries, $1,600; office salaries, $550; delivery 
salaries, $250) less deductions for Federal old-age benefits, 
li%, and employees' income taxes, $405. 
Record the employer's liability for social security taxes 
at the same rates. 
Jan. .3. Issued a check for ~1.,635.40 to the Federal Reserve Bank in 
payment of the F .o.A.B. taxes and the employees • income taxes 
for the month of December. 
Jan. 4. Issued a check for $.357.80 to the Collector of Internal 
Revenue in payment of the Federal unemployment taxes for the 
year 19-. · 
Jan. 5. Issued a check for $702 to the Bureau of State Unemployment 
Compensation in payment of the state unemployment taxes for 
October, November, and December. 
Jan. 7. Issued a check in payment of the weekly pay roll of $2,.350(sales 
aalaries, il-,550; office salaries, $550; delivery salaries, 
$250) less deductions for Federal old-age benefits, 1~, and 




The rollowing transactions were selected rrom the books of F. E. Morris 
& Son for the quarterly fiscal period which ended December 21, 19--. 





*Social Security Taxes, ~1 
Employees • Income Taxes . Payable, $98 
F.O.A.B. Taxes Payable, $19 
Federal Unemployment Taxes Payable, $32. 
State Unemployment Taxes Payable, $62 
(2) Record the following transactions in a combined cash 
journal, and post to the above accounts. 
Issued a check in payment of the weekly pay roll of $210 less 
deductions for F.O.A.B., 1i%, and employees' income taxes, 
$.34. 
Record the employerts liability for social security taxes at 
the following rates: 
F.O.A.B., 1i% 
State unemploynient compensation, 2.7% 
Federal unemployment compensation, 0.3% 
Dec • .31. Record the journal entry to close the expense accounts* into 
a profit and loss summary account. Post. 
Jan. .3. Issued a check to the Federal Reserve Bank in payment of the 
F.O.A.B. taxes and the employees 1 income _taxes for the month 
of December. Post. 
Jan. 4. Issued a check to the Collector of Internal Revenue in pay-
ment of the Federal unemployment taxes for the year 19--. 
Post. 
Jan. 5. Issued a check to the Bureau of State Unemployment Compensa-
tion in payment of the state unemployment taxes for October, 
November, and December. Post. 
Jan. 1· Issued a check in payment of the weekly pay roll of $221, 
less deductions ror F.O.A.B., 1l%, and employeest income 
taxes, $.36. Post. 
Record the employer's liability for social security taxes 
at the same rates • . Post. 
Problem 6-A 
The time card below shows the time worked by James Dugan, an employee 
of the Apex Corporation, for the week ending June 6, 19--. Dugan's 
base pay is ~.20 an hour. Employees are paid time and a half for 
all time worked over eigh~ hours in one day and for a~ time worked 
on Saturday, provided the total hours worked in that week are over 
forty. 
Instructions: (1) Compute Dugan's gross pay (before deductions). 
( 2) Compute Dugan's net pay using a weekly withholding 
tax table to figure his withholding tax (total ex-
emptions, 3), F.O.A.B., li%. 
(3) J&l.ke the entries in a general journal to record the 
payment of Dugan's wages and to record the employer's 
liability for social security taxes. 
Federal unemployment compensation, 0.3% 
State Wlemployment compensation, 2'.7% 
F.O.A.B., li% 
Pay-Roll No. 16 
Name: James Dugan 
Week Ending June 6, 19-
Base Bay: $1.20 
Morning Afternoon Overtime Hours 
Day In Out In Out In Out Worked 
M 8:00 12:01 1:01 5:01 5:30 8:00 
T 8:01 12::02 1:00 5:01 5:30 7:30 
w 7:59 12:00 1:02. 5:02 
T 7:58 11:58 12'-a59 5:00 6:00 9:30 
F 8:00 11:58 12:58 4:59 
s 8:.01 12:00 1:00 3:00 
Total Hours Worked 
r 
Problem 7-B 
The following pay-roll transactions were selected from the books of 
the Crown Manufacturing Company for the quarterly fiscal period which 
ended December 31, 19--. 
Instructions: (1) Open "T" accounts for the .following, and post 
the balances: 
Cash, $12,352 
Bales Salaries, $6,000 
Office Salaries, .$1,800 
Delivery Salaries, $600 
Social Security Taxes, $.378 
Employees t Income· Taxes Payable, $380 
F.O.A.B. Taxes Pa.yabU.e, $63 
Federal Unemployment Taxes Payable, $109.20 
State Unemplo.yment Taxes Payable, $226.80 
( 2) Record the .following transactions in a combined 
cash journal, and post to the above accounts. 
Dec. 31. Issued a check in payment of the weekly pay roll (sales 
salaries, $500; o.f'fice salaries, ~'150; deli very salaries, 
$50) less F.O.A.B., li%, and employees• income taxes, $105. 
Record the employer's liability for social security taxes 
at the following rates: 
F.O.A.B., li% 
State unemployment compensation, 2.. 7% 
Federal unemployment compensation, 0.3% 
Dec. 31. Record the journal entr,y to close the expense accounts into 
a pro.f'it and loss summary account. Post. 
Jan. 3. Issued a check to the Federal Reserve Bank in payment of' the 
F .o.A.B. taxes and the employees' income taxes for the month 
of December. Post. 
Jan. 4. Issued a check to the Collector of Internal Revenue in pay-
ment of the Federal unemployment taxes for the year 19-. 
Post. 
Jan. 5. Issued a check to the Bureau of' State Unemployment Compensa-
tion in payment of the state unemployment taxes for October, 
November, and December. Post. 
Jan. 7. Issued a check in payment of' the weekly pay roll (sales sal-
aries, $525; o.f'ffce salaries, $160; delivery salaries, $55) 
less F.O.A.B., 12% and employeest income taxes, $112.40. Post. 
Record the employer's liability for social security taxes 
at the same rates • . Post. 
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Problem 8-B 
The following pay-roll transactions were selected from the books of 
the J. B. Newton Compaey for the quarterly fiscal period which ended 
December 31, 19-. 
Employer and employee deductions: 
F.O.A.B., l!% 
Federal unemployment compensation, 0.3% 
State unemployment compensation, 2:.7% 
Instructions: Record the following transactions in a cash payments 
journal with debit columns for General Ledger, Sales Salaries, Office 
Salaries, Delivery Salaries, and Social Security Taxes, and credit 
columns for Employees' Taxes, F.O.A.B., Federal Unemployment Taxes, 
State Unemployment Taxes, and Cash. 
Dec. 24. Issued a check in payment of the weekly pay roll (sales 
salaries, $670; office salaries, $210; delivery salaries, $88). 
Employees• income taxes, $156.20. 
Dec • .31. Issued a check in payment of the weekly pay roll (sales sal-
aries, $630; office salaries, $200; delivery salaries, $90). 
Employees r income taxes, $148.10. 
Jan. 2. Issued a check f'or $.340 to the city treasurer in payment of 
property taxes. 
Jan. 4. Issued a check £or $72.3.90 to the Federal Reserve Bank in 
payment of' the F.O.A.B. taxes and the employees• income taxes 
for the month of December. 
Jan. 7. Issued a check in payment of the weekly pay roll (sales sal-
aries, $625; of'f'ice salaries, $205; delivery salaries, $85). 
Employees' income taxes, $151.20. 
Jan. 10. Issued a check for $116.20 to the Collector of Internal Rev-
enue in payment of the Federal unem.p+oyment taxes for the 
year 19-. 
Jan. 14. Issued a check in payment of the weekly pay roll (sales sal-
aries, $665; off'ice salaries, $220; delivery salaries, $96). 
Employees! income taxes, $167.40. 
Jan. 16. Issued a check for ~.307 .80 to the Bureau of' State Unemploy-
ment Compensation in payment of the state unemployment taxes 
for October, November, and December. 
Jan. 21. Issued a check in payment of the weekly pay roll (sales sal-
aries, $650; of'fice salaries, $212; delivery salaries, $91). 
Employees r income taxes, $160.70. 
Problem 9-B 
The following pay-roll transactions were selected from the books of 
t he Gibson Supply Compaey for the quarterly fiscal period which 
ended December 31, 19-. 
Employer and employee deductions: 
F.O.A.B., li% 
Federal unemployment compensation, 0.3% 
State unemployment compensation, 2:.7% 
Instructions s Record the following transactions in a cash payments 
journal with debit columns for General Ledger, Sales Salaries, Offi ce 
Salaries, Delivery Salaries, and Social Security Taxes, and credit 
columns for Employees' Taxes, F.O.A.B., Federal Unemployment Taxes, 
State Unemployment Taxes, and Cash. 
Dec. 24. Issued a check in payment of the weekly pay roll (sales 
salaries, $510; office salaries, $125; delivery salari es, 
$65). Employees' income taxes, $97.30. 
Dec. 3le Issued a check in payment of the weekly pay roll (sales 
salaries, $560.20; office salaries, $135.40; deliver,r 
salaries, $65). Employees 1 income taxes, $101.25. 
Jan. 3. Issued a check for $536.30 to the Federal Reserve Bank in 
payment of the F.O.A.B.· taxes and the employees• income 
taxes for the month of December. 
Jan. 4. Issued a check for $105.20 to the Collector of Int ernal 
Revenue in payment of the Federal unemployment taxes for 
the year 19-. 
Jan.. 5. Issued a check for $229.50 to the Bureau of State Unem-
ployment Compensation in payment of the state unemployment 
taxes for October, Novemberl and December. 
Jan. 7. Issued a check in payment of the weekly pay roll (sales 
salaries, $552; office salaries, ~~20; delivery salaries, 
$63). Employees• income taxes, $99.10. 
Jan. 14. Issued a check in payment of the weekly pay roll (sales 
salaries, $560; office salaries, _$135; delivery salaries, 
$80) • Employees • income taxes, $102 .• 80. . 
Problem lD-B 
The time cards below show the time worked for two employees o:f the 
Carbon Company for the week ending June 6, 19-. Henry Smith's base 
pay is $1.40 an hour; John DooJ.yrs base pay is $1.10. Employees are 
paid time and a half for all time worked over forty hours in acy one 
week. An employee must work at least twenty minutes overtime in arry 
one day before it is counted. 
Instructions: (1) Compute the gross pay for each man. 
(2) Using a weekly withholding tax table, compute 
the net pay for each man (total exemptions: 
Smith, 2:; Dooly, 3)(F.O.A.B. 1 lt%). 
(3) ~e the complete entry in a general journal to 
record payment of their wages by the employer 
(Federal unemployment compensation, 0.3%; State 
unemployment compensation, 2 .• 7%; F.O.A.B., ll%). 
Pay-Roll No. 7 Week Ending June 6, 19-
Base Pay: $1.40 Name: Henry Smith 
Morning 
Day In Out 
M 7:59 12:00 
T 7:58 11:59 
ll 7:58 12:00 
T 7:57 11:58 
F 8:00 11:59 
s 7:59 12:01 
Fay-Roll No. 8 
Name: John Dooly 
Morning 
Day In Out 
M 8:00 12:00 
T 1:59 12.:01 
w. 8:01 12:01 
T 8:02. 12:00 
F 8:00 11:58 
s 7:58 11:59 
A:fternoon Overtime Hours 
In Out In Out Worked 
12:58 5:00 5:30 8:00 
12:59 5:01 
1:00 5:01 
l:OZ 5:02 5:31 9:30 
1:01 5:00 5:29 6:30 









Week Ending June 61 19-
Base Pay: $1.10 
Overtime Hours 




Total Hours Worked 
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Problem ll-B 
Belmv is the pay-roll record of a business arnaed by E. H. Cutts. 
Mr. Cutts pays his employees in cash at the end of every week. 
PAY-ROLL RECORD :FOR "WEEK ENDING SEPrEMBER 26, 19-
Total Deductions 
No. Name Earnings F.O.A.B. Income Tax Net Pay 
l R. s. Eru:Uer $66.00 
2: A. T. Green . 63.00 
3 D. B. Griffin 75.50 
4 A. c. Howe 57.00 
5 V. E. Keven 65.00 
6 W. D. Lewis 71.00 
7 E. z. Marks 68.50 
8 F. G. Moran 61.00 
9 H. A. Snider 64.00 
10 F. J. Tracy 69.00 
Totals 
Instructions: (1) Complete the pay-roll record using 1!% to compute 
the F .o.A.B. deductions and a weekly withholding 
tax table to compute the withholding taxes. All 
employees have a total of two exemptions, except 
the following men: Green, 3; Howe, 5; Moran, 4. 
(2) Prepare a pay-roll change sheet. 
(3) Prepare a pay-roll requisition. 
(4) Make the complete entry in a general journal to 
record the total pay roll. 
Federal unemployment compensation, 0.3% 
State unemployment compensation, 2. 7% 
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Guides for the Use of the 
Problems in Unit IV 
Problem 1-A: Simple computation of pay-roll records, pay-roll change 
sheets, and pay-roll requisitions. 
Problems 2-A to J-A; Computation of employer and employee pey-roll 
taxese 
Problem 4-A: Journal entries to record the payment of the pay roll 
and the payment of the pay-roll taxes. 
Problem 5-A: Same as problem 4-A, except that all journal entries are 
posted to 11T11 accountse 
Problem 6-A: Computation of an employee's net pay from a pay-roll time 
car de 
Problems 7-B to 11-B: Repetition of principles which have been pre~ 
viously introduced. 
:UNIT V 
Notes and Interest 
Problems 1-A to 11-B 
Problem 1-A 
L. s. Hodgekins receives and issues many notes in his type o£ business. 
Instructions: Record the follovv~g selected transactions in a cash 
receipts journal, a cash paYlJlents journal, and a general journal. 
NOTE: Receipt or issuance of a note does not involve cash. Receipt 











Received from P. J. Jones a 60-day, 6% note for $300 as an 
extension of the due date of his account. 
Issued a 30-day, 6% note for $400 to A. T. Barkley as an 
extension of the due date of our account. 
Received from L. D. Flynn a check for $505 in payment of 
his note (face, $500; interest, $5). 
Issued a check for $203 to W. E. Winters in payment of our 
note (face, $200; interest, $3). 
Issued a check for $1,206 to E. s. Sloane in payment of our 
note (face, $1,200; interest, $6). 
Received a check from T. A. Talbot for $898.90 in payment 
of his note (face, $890; interest, $8.90). 
Received from D. L. orToo1e a 90-day, 5% note for $600 as 
an extension of the due date of his account. 
Received from P. R. Reddy a check for $2,010 in payment of 
his note (face, $2.,000; interest, *'1.0). 
Issued a 90-day, L% note for $600 to A. o. Zarsky as an 
extension of the due date of our account. 
Discounted our 60-day, non-interest-bearing note for t 900 
at the bank. Received proceeds of $892.50. Bank discount, 
$7.$0. 
Jan. 2.8. Issued a check for $757.50 to B. D. Howe in payment of our 
note (face, $750; interest, $7.50). · 
Jan. 30. Disc01.mted our 30-day, non-interest-bearing note for $350 
at the bank. Received proceeds of $348.25. Bank discount, 
$1.75. 
Jan. 31. When Mr. HodgekinB closed his books on January 31., he had 
on his books interest expense of $45 and interest income of 
$27. . 
Q. In what statement and under what heading will 
each of these appear? 
Problem 2-A 
Interest Problems: Read the follO¥dng directions for computing the 
interest on a note. 
E:xample: Face of note, $1,000; interest rate, 5%; time, 37 days. 
Find the value of the note at the end of the 37 days. 
Rules: (1) Using the face of the note ($11000) 1 move the decimal 
point two places to the left. to get the interest for 
60 days at 6% ($11000.00 == $1.0.00). 
(2.) The $10.00 is the interest for 60 days at 6%. One-half 
of $10.00, or ~.oo, is the .interest for 30 days at 6%. 
(3) Using t.he face of the note again, move the decim:ll point 
thre~ places to the left to get the interest for 6 days at 
6% ($1,000.00 = $1.000 = $1.00). 
(4) So far, the interest has been figured for 36 days at 6%.,. 
One more day is needed. Since $1.00 equals the interest 
for 6 days, $1.00 divided by Q days should equal the 
interest for one day:_ ($1.00 .;. 6 :: .1667 cents). 
Interest Computed ~ ~: 
$1,000 for 30 days at 6% = $5.00 
.$1,000 for 6 days at 6% = . 1.00 
$1,000 for 1 day at 6% : .1667 
$1,000 for 37 days at 6% = $6.1667 
The interest has been found for 37 days at 6%. It must now be 
found for 37 days at 5%. 
(5) If $6.1667 equals interest for 37 days at 6%, then 5/6 of 
$6.1667 should equal the interest at 5% (5/6 of $6.1667 = 
$5.13B90 :: $5.14). 
Answer: The interest on a $1,000 note at 5% for 37 days is $5.14. 
Instructions: Compute the interest on each of the following notes. 
Round off the answers to two places only at the end of the problem 
(the last computation, as in (5) above). 
Face Time Rate Face Time Rate 
- -
a. $1,000 f:IJ days 6%. f. $(:1)0 66 days 5% 
b. $1,000 30 days 6% g. $600 42 days 6% 
c. $1,200 90 days 6% h. $500 36 days 1!% 
d. $1,200 60 days 5% i. $300 20 days 7% 
e. ~'1,500 80 days 5% j. $300 120 days 5% 
Problem 3-A 
The following transactions were selected from the books of T. s. Gar,y. 
Instructions: Record the transactions in a cash receipts journal, a 
cash payments journal, and a general journal. NOTE: Receipt or issuance 
of a note does not involve cash. Receipt or issuance of a check does 
involve cash. 
June 1. Issued a 30-day, 6% note for $500 to J. E. Jackson as an 
extension of the due date of our account. 
June 3. Received a 60-day, 5% note for $400 from F. R. Green as an 
extension of the due date of his account. 
June 6. Received a check from G. T. Talcot in payment of his W-day, 
6% note for $600. 
June 10. Issued a check to c. H. Hines in payment of our 90-clay, 6% 
note for $300. 
June 13. Received a check from B. F. Johnson in payment of his &:J-
day, 5% note for ~1,000. 
June 17. Received a 90-day, 5% note for $700 from A. J. Darby as an 
extension of the due date of his account. 
June 20. Issued a check to D. c. Fisher in payment of our 3C>-d.ay, 
7% note for $800. 
June 24. Discounted our 60-day, non-interest-bearing note at the bank. 
Face of the note, $1,200j bank discount rate, 6%. (The face 
of the note less the discount equals the proceeds.) 
June 2.7. Issued a. 60-da.y, 6% note for $350 to C. F. Horne as an exten-
sion of the due date of our account. 
June 28. Received a. check from s. H. Kane in payment of his 30-d.ay, 5% 
note for $1,500. 
June a9. Received a 30-day, 5% note for $L50 from T. S. ~has an 
extension of the due date of his account. 
June 30. Discounted our 60-d.ay, non-interest-bearing note for $1,250 
at the bank. Bank discount rate, 3%. . 
July 1. Issued a check to J. E. Jackson in full payment of our note 
of June 1. 
?3 
Problem 4-A 
The following transactions were selected from the books of M. H. 
Mason. 
Instructions: Record the transactions in a cash receipts journal~ 
a cash payments journal, and a general journal. 
Jan. 12. Received a check from E. 'W'. McKenna in payment of his 
30-day~ 6% note for $750. 
Jan. 2.6. Received a 60-day, 6% note for $475 from R. M. Taylor as 
as an extension of the due date . of his account. 
Feb. 5. Issued a check to F. S. Shannon in pa:rlllent of our 90-day ~ 
5% note for $900. 
Feb. 27. Issued a 30-day, 6% note for $1.,100 to G. A. Post as an 
extension of the due date of our account. 
Mar. 3. Discounted our 30-da.y, non-interest-bearing note for 
4U,OOO at the National Bank. Bank discount rate, L$. 
Mar. 11. Issued a 90-day, 5% note for $950 to S. D. Peters as an 
extension of the due date of our account. 
Mar. 20. Received notice that J. J. Noonan refused to pay his &:J-
day., 6% note for $500 when it became due. (Dishonored 
notes must be transferred from the notes receivable to 
the accounts receivable.) 
Mar. 27. Received a check from R. M. Taylor in :full payment of his 
note of January 2.6. 
Mar. 29. Issued a check to G. A. Post in full payment of our note 
of February 2.7. 
April 2. Issued a check to the National Bank in full payment of our 
non-interest-bearing note of March 3. 
April 15. J. J. Noona.nts accoWlt is considered uncollectible and 
should be written off. 
April 20. Received a 60-day, 6% note for $650 from M. M. Burns as an 
extension of the due date of his account. 
2. Issued a 9Q-da.y, 5% note for $700 to T. J. Dalton as an 
extension of the due date of our account. 
May 10. Discounted our 60-day, non-interest-bearing note for $500 
at the National Bank. Bank discount rate, 5%. 
Problem 5-A 
The following transactions were selected from the books of H. D. 
Goldberg. 
Instructions: Record the transactions in a cash receipts journalJ 
a cash payments journal (each with general ledger debit and credit 
columns), and a general journal. Compute the interest on the notes 
receivable discounted and check your answers with the problem. 
June 1. Issued a 60-da.y, 5% note for $250 to G. H. Crawford as an 
extension of the due date of our acc·ount. 
June 2. Discounted our 30-day J non-interest-bearing note for $300 
at the Atlas Bank,. Bank discount rate, 6%. 
June 3. Received a .30-d.ay, 5% note for $500 from B. W. Cady as an 
extension of the due date of his account. 
June 4. Discounted at the Atlas Bank W. G. Blume • s 60-day, 6% note 
receivable for $600, dated Mi.y 5. Bank discount rate, 6%. 
Received proceeds of $602.97. Interest income, $2.97. 
June 6. Issued a check to G. W. Dixon in full payment of our 3o-day J 
6% note for $900. 
June 9. Received a cashier 1s check for $1,198.50 from the bank repre-
senting the collection in full of E. H. Newball • s 90-day, 
non-interest-bearing note for $1J200 J less bank .. collection 
charges of $1.50. 
June 10. Discounted at the Atlas Bank A. s. MacKay's 60-day, non-
interest-bearing note receivable for $120, dated June 1. 
Bank discount rate, 5%. Received proceeds of $ll9. Interest 
expense, $1. 
June 12. Received a check from c. o. Poole in full payment of his 
30-day, 6% note for $1,000. 
June 13. Received a cashier"s check for ilJ513 from the bank, repre-
senting the c:ollection in full of M. s. Whitney's 60-da.yJ 
6% note for $1,500, less bank collection charges of $2. 
June 14. Discounted at the Atlas Bank B. J. H:Lllts 60-day, 6% note 
receivable for $800J dated June a. Bank discount rateJ 5%. 
Received proceeds of $801.94. Interest income, $1.94. 
Jupe 19. Discounted at the Atlas Bank E. H. Caden•s 60-da.y, non-
interest-bearing note receivable for $720, dated June 9. 
Bank discount rate, 6%. Received proceeds of $714. 
Interest expense, $6. 
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Problem 6-A 
The following transactions were selected from the books of E. A. Bates. 
Instructions: Record the transactions in a cash receipts journal, a 
cash payments journal (each with general ledger debit and credit 
columns) , and a general journal. 
June 1. Issued a 60-day, 6% note for $250 to J. G. Burns as an 
extension of the due date of our account. 
June 2. Discounted our 3o-day, non-interest-bearing note for ~400 
at the Atlas Bank. Bank discount rate, 5%. 
June 3. Received a 30-day, 6% note for $550 from F. H. Graham as 
an extension of the due date of. his account. 
June 4. Discounted at the Atlas Bank s. D. Libby's 60-da.y, 6% note 
receivable for $600, after holding it for 30 days. Bank 
discount rate, 3%. 
June 6. Issued a check to T. R. Foster in full payment of our (;/;)-
day, 5% note for $1,000. 
June 9. Received a cashier's check for $699.25 from the bank, repre-
senting the collection in full of E. L. Archer's (;/;)-day, 
non-interest-bearing note for $700, less bank collection 
c~ges of 75 cents. 
June 10. Discounted at the Atlas Bank E. M. Babcock's 30-day, non-
interest-bearing note receivable for $2!~0, after holding it 
10 days. Bank discount rate, 6%. . 
June 12. Received a check from W. J. Carroll in f'u1l payment of his 
90-day, 5% note for $1,200 
June 13. Received a cashier's check for $3,02.7 from the bank repre-
senting the collection in .full of W. S. Burke's 60-day, 6% 
note for $3,000, less bank collection charges .of $3. 
June 14. Discounted at the Atlas Bank J. W. King's 60-da.y, 6% note 
receivable for $1,000, af'ter holding it . 20 days. Bank 
discount rate, 5%. 
June 19. Discounted at the Atlas Bank R. M. Crowley•s 60-day, non-
interest-bearing note receivable :for $600, . ai'ter holding it 
10 days. Bank discount rate, 6%. 
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Problem · 7-B 
Instructions: Compute the interest on each of the following notes. 
Face Time Rate 
-
a. tt.,ooo f:IJ days 6% 
b. 1,200 f:IJ days 5% 
c. 1,500 30 days 5% 
d. 600 40 days 4% 
e. 500 36 days 6% 
f. 500 54 days 6% 
g. 1,200 6 days 5% 
h. 900 42 days 7% 
i. 600 51 days 6% 
j. 700 48 days 5% 
k. 250 13 days 4% 
1. 750.50 20 days 5% 
m. 1,250.75 33 days 3 % 
n. 1,327.25 51 days 4!% 
o. 2,413.11 77 days 5!% 
Problem 8-B 
The following transactions were selected :from the books o£ E. Ball. 
Instructions: Record the transactions in a cash receipts journal, a 
cash payments journal, and a general journal. 
June 1. Issued a 3D-day, 6% note for .$,500 to T. R. Walters as an 
extension o£ the due date of our account. 
June 7. Received a 60-day 1 .5% note :for ~1,200 from H. J. Dixon as 
an extension o£ the due date of. his account. 
June 2-7. Discounted our 30-day 1 non-interest-bearing note :for $300 
at the Center Bank. Bank discount rate 1 .5%. 
July 1. Issued a check to T. R. Walters in f'ull payment o£ our note 




Received a 30-day, 4% note :for $8,50 :from s. I. Goldman as 
an extension o£ the due date o£ his account. 
Received a check from J. ~Knox in full payment of his 90-
d.a.y 1 L% note for $1,100. 
Issued a check to the Center Bank in full payment o:f our 
30-d.ay, non-interest-bearing note of June 2.7. 
Aug. 2. Issued a 30-da7, 3% note for $1,2.5.5.2.5 to E. D. DuffY as 
· an extension of the due date of our account. 
Aug. 6. Received a check from H. J. Dixon in full payment of his 
note of June 7• 
Aug. ).4. Received notice that s. I. Goldman refused to pay his not e 
of July 1$. (Transfer note to accounts receivable.) 
Aug.. 1$. Received a 3D-da.y1 hi% note tor $1,,500 from B. G. Litman as 
an extension of the due date of his account. 
Sept. 1. Issued a check to E. D. Duffy in full payment of our note 
of August 2. 
Sept. 10. s. I. Goldman's account is considered uncollectible and 
should be written off. 
Sept. 14. Received a check from B. G. Litman in full payment of his 
note of August 1.5. 
Sept. 17. Received a check from w. s. Brennan :for $127.50 in full 
payment of his account. 
Sept. 21. Received a 90-da.y, .5!% note for $1 1 23.5 from R. G. Piper as 
an extension of the due date of his account. 
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Problem 9-B 
The following transactions were selected from the books of R. Lee. 
Instructions: Record the transactions in a cash receipts journal, 












Received a 60-day, 6% note for $500 from V. E. Hull as an 
extension of the due date of his account. 
Issued a 60-da.y 1 6% note for $1,000 to D. R. Donovan as an 
extension of the due date of his account. 
Issued a check to C. I-t Benson in full payment of our &:J-
day, .5!% note fGr $650. 
Discounted our 30-day, non-interest-bearing note for $1,155 
at the Downtown Bank. Bank discount rate 5:t%. 
Received a check from E. A. Day in full payment of his 90-
day, ~% note for $1,025. 
Received a 30-day, 6% note for $850 from N. L. Arena as an 
extension of the due date of his account. 
Issued a check to A~ L. Rene in full payment of our 60-day, 6t% note for 1898~50. 
Issued a 60-day, 5% note for $895 to P. s. Folsom as an ex-
tension of the due date of our account. 
Discounted our 60-day, non-interest-bearing note for 
$1,262.63 at the Downtown Bank. Bank discount rate, 6%. 
Received a check from A. F. McFee in full payment of his 
30-day, 4~% note for $621.70. 
Issued a check to E. P. Bowen in full payment of our 90-day, 
5~ note for $831.25. 
Dec. 2-3. Received a 60-day, 5i% note for $121.50 from J. s. Chiampa. 
as an extension of the due date of his account. 
Dec. 26. Issued a 60-day, 5% note for $420 to J. F. Devins as an 
extension of the due date of our account. 
Dec. 27. Issued a check to A. D. Elliott in full payment of our 120-
day 1 4-i-% note for $2:,252. 
Dec. 30. Discounted our 120-day, non-interest-bearing note for 
$3,050.85 at the Downtown Bank. Bank discount rate, 5%. 
Dec. 31. Received a check from R. F. Terrill in full payment of his 
80-day, 5i% note for $2,300. 
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?roblem lQ-B 
The following transactions were selected from the books of M. Gove. 
Instructions: Record the transactions in a cash receipts journal, 
a cash; payments journal (each with general ledger debit and credit 
colwnns) 11 and a general journal. 
Dec. 1. Discounted our 9o-day, non-interest-bearing note for $1,300 
at the Suffolk Bank. Bank discount rate, Si%. . 
Dec. 3. Received a cashier 1 s check from the bank representing the 
collection in ful:l. of E. A. Horne 1 s 60-day 1 non-interest-
bearing note for $11$001 less bank collection charges of 
$1.$0. 
Dec. 6. Issued a checlc to E. J. Dowd in full payment of our 60-da.y, 
.5.% note for $11100. 
Dec. 10. Discounted at the Suffolk Bank T. R. Disner'a 60-d.ay, 5% 
note receivable for $11000, dated November 10. Bank dis-
count rate, L%. 
Dec. 12. Received a cashier's checl{ from the bank, representing the 
collection in full . of D. F. Osgood's 60-day 11 5% note for 
$2 11000, less bank collection charges of i~. 
Dec. 17. Received a 3o-day, non-interest-bearing note from S. L. 
Welch as an extension of the due date of his account. 
Dec. 18. Received a check from E. S. M!lyers in full payment of his 
9o-day, $}% note for $900. 
Dec. 20. Received a cashier's check from the bank representing the 
collection in full of L. D. Burns 1 60-day 1 ~ note for $600 1 less bank collection charges of 60 cents. 
Dec. 26. Discounted at the Suffolk Bank, J. J. Sanborn 1s 60-d.ay, 6% 
note receivable for $3$0 1 dated December 16 • . Bank discount 
rate, 6!%. . 
Dec. 28. Received a cashier 1 s check from the bank representing the 
collection in full _ of F. W. Devlin r s 9Q-day, non-interest-
bearing note for $825, less bank collection charges of 
80 cents. 
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Dec. 30. Received a check for $85 from the Dale Collection Agency which 
represents Mr. Govets share of the amount collected from T. J. 
Rowe. The full amount of Rowets account;was $170. The 
agenc.y's rate is SO%. 
Dec. 31. Issued a check to L. N. Eaton in full payment o£ our 60-day, 
$~ note for $750. 
Problem 11-B 
The following transactions were selected from the books ofW. G. 
Deegan. 
Instructions: Record the transactions in a cash receipts journal, a 
cash payments journal (each with general ledger debit and credit 
columns), and a general journal. 
Jan. 2. Issued a 30-day, 5% note for $600 to R. T. Webber as an 
extension of the due date of our account. 
Jan. 14. Received a JO-day, 4% note for $550 from R. H. Capers as 
an extension of the due date of. his account. 
Jan. 15. Discounted at the Union Bank B. S. Heath's 60-day, 6% note 
receivable for $750, dated December 16. Bank discount rate, 
5%. 
Jan. 19. Received notice that W. K. Devine refused to pay his 60-d.a.y, 
6% note for $430 1 dated November 20. 
Jan. 26. Discounted our 30-day, non-interest-bearing note for ~1,200 
at the Union Bank. Bank discount rate, 5!%. 
Feb. 1. Issued a check to R. T. Webber in .full payment of our note 
of January 2. 
Feb. 8. Received a cashier's check from t.he bank representing the 
collection in full.of J. P. Grady's 60-da.y, 5% note for 
$900, less bank collection charges of $1.20. 
Feb. 12. W. K. Devine's note is uncollectible. Write off the account. 
Feb. 13. Received a cashier's check from the bank representing the 
collection in full . of R. H. Capers t note of January 14, less 
bank eo~ection charges of 50 cents. 
Feb. 25. Issued a cheek to the Union Bank in full payment of our note 
of January 26. 
:Mar. 3. Received a check from W. K. Devine in full payment of his note 
which was previously dishonored and written off. The cheek 
includes the interest for the 60 days. 
Mar. 5.. Received a cashier t s check from the bank representing the col-
lection in full of .R. P. Brasco's 90-da.y, non-interest-bearing 
note for $1,000, less bank collection charges of ~1.50. 
Ma.r. 10. Discounted at the Union Bank w. J. Burke's 90-day, 6% note 
receivable for $2,500, dated .March 4. Bank discount rate, 5%. 
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Guides for the Use of the 
Problems in Unit V 
Problem 1-A: Journal entries to record the receipt and issuance 
of n.otes (no computation). 
Problem 2~A: Illustration of how to compute interest by the 60-day, 
6 ·~ method .. 
Problem J-A: Journal entries to record the receipt , issuance, and 
discounting of notes. (Interest must be computed$) 
Proelbm ~-A: Dishonored note. 
Pr oblem 5-A: Collection of notes through a bank (no computation) .. 
Pr oblem ~A: Same as problem 5-A, except that interest must be 
computed. 
Problem 7-B: Interest computation. 




Accrued ~enaes and Income 
Problema l..A. to 11-:B 
Problem 1-A. 
a. The accrued expenses on June 30, 1950 were as follows: salary 
expense, $45; interest expense, $10. 
Q. How are the accruals and reversing entries recorded? 
b. The accruals on December 31, 1950 were as follows: rent in-
come, $65; interest income, $15. 
Q. How are the accruals and reversing entries recorded? 
e. The salary expense account on December 31, 1951 had a debit 
bal ance of $1,000. At that date, accrued salaries amounted to 
$20. Salaries paid in January, 1952 amounted to $200, with no 
accrued salary on January :31, 1952. (Use a salary expense "T" 
account.) 
Q. What was the exact salary expense for January, 1952? 
d. The following accounts are usually adjusted at the end of a 
fiscal period. Which of these accounts are ordinarily consid-
ered as accruals? 







Reserve for Bad Debts 
Supplies Used 
Rent Expense 
e. Assume that the adjustments listed below in the adjustment col-
umn are recorded at the end of the fiscal period. Using the 
accrued interest payable as an example, indicate the effect of 
each adjustment on the assets, liabilities, income, expenses, 
and net profit. Use (I) if these items are increased, (D) if 
they are decreased, and (N) if the item is not aff ected. . 
Adjustment Assets Liab. Income Expense Net Profit 
Accrued interest payable N I N I D 
Accrued interest expense 
Accrued taxes payable 
Accrued salaries 
Unpaid electric bill 
Depreciation of fixed 
assets 
Reserve for bad debts 
is increased 
Problem 2-A 
~ P. Potter operates his own business. On December 31, 1951, his 
salary expense account had a debit balance of $3, 800, and his in-
terest expense account had a debit balance of $75. However, at the 
end of the year, Mr. Potter had an accrued salary expense of $65 
and an accrued interest interest expense of $10. He instruct.s you, 
as his bookkeeper, to record these accruals .so that his statements 
will be complete and accurate. 
Instructions: (1) Open "T" accounts for Salary Expense, Interest 
Expense, Sa.J,aries P~able, Interest Payable, 
and Profit and Loss Summary. Post the balances 
given to the expense accounts. 
(2) Record the adjusting entries (the accrued ex-
penses) in a general journal. Post. 
(3) Record the entry to close the two expense accounts 
by debiting the profit and loss ~ar.y account 
and crediting the expense accounts. Rule the 
expense accounts. 
(4) Record the reversing entries as of January 2, 
1952. Post. Rule the liabilitt accounts. 
Q;. In what statement and under what heading will the 
following accounts appear: the salary expense 
account, the interest expense account, the salaries 
p!cy"able account, and the interest payable account? 
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Q;. If the accrued items were not recorded on December 31, 
1951, how would the net profit for 1951 be affected? 
Q. · If the reversing entries were not made on January 2, 
1952, how would the net profit for 1952 be affected? 
Problem 3-A 
s. B. Ba.rbar owns and operates his own business. On December 31, 
1951, his rent income account bad a credit balance of $1,500, and 
his interest income account had a credit balance of $110. A.t this 
date, he also had the following accrued items: accrued rent income, 
$60; accrued interest income, $12. As Mr. Barbar 's bookkeeper, you 
must record these accrued items. 
Instructions: (1) Open ttTn accounts for Rent Income, Interest In-
come, _Rent Receivable, Interest Receivable, and 
Profit and Loss Summary. Post the balances given 
to the income accounts. 
(2) Record the adjusting entries (the accrued items) 
in a general journal. Post. 
(3) Record the entry to close the two income accounts 
b,y debiting the income accounts and crediting the 
profit and loss su.mmary account. Rule the income 
accounts. 
(4) Record the reversing entries as of Januar,r 2, 1952. 
Post. Rule the receivable accounts. 
Q. In what statement and under what heading will the 
following accounts appear: the rent income account, 
the interest income account, the rent receivable 
account, and the interest receivable account? 
Q. If the accrued items were not recorded on December 
311 1951, how woUld the net profit for 1951 be 
affected? 
Q. If the reversing entries were not made on January 2 1 
1952, how would the net profit for 1952 be affected? 
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Problem 4-A 
Mr. Goodman has many accounts in his ledger; however, only the fol-
lowing are necessary for this problem: Salary E~ense, $4,000; 
Interest Expense, $90; Rent Income, $1, 200; Interest Inc.ome, $20. 
(All balances are g:l. ven as of December .31, 1951.) At this date, he 
had the following accrued items: salaries, $35; interest e~ense, 
$15; rent income, $4o; interest income, $10. . · . 
Instructions: (l) Open "T" accounts for the e~ense and income 
accounts listed above, and post the balances 
given to them. In addition, open accounts 
for: Salaries Payable, Interest Payable, 
Rent Receivable, Interest Receivable, and 
Profit and Loss Summary. 
(2) Record the adjusting entries for the accrued 
items in a columnar general journal. Post. 
(.3) Record the entries to close the expense and 
income accounts into the profit and loss sttm-
mary account. Post. Rule the expense and 
income accounts. 
(4) Record the reversing entries as of January 2, 
1952. Post. Rule the liability and receivable 
accounts. 
Q. 
The sal~ e~ense for the month of J$Dnary, 
1952 was '4oo. Post this amount to the salary 
expense a.ccou.nt. (No journal entry is required. 
Assume that the salary ~ense has alreaey been 
recorded in the journal.) 
Assuming that there are no accruals . at the end 
of January, 1952, what is the exact salary ex-
pense for that month? 
Why are the expense and income accounts closed 
at the end of the fiscal period as in (.3)? 
Why are the reversing entries made? 
Problem 5-A 
The trial balance for Mr. Murphy appears bel0\'1 
A. R.. Murphy 
Trial ~alance, June 30 , 1952 
Cash 
Accounts Receivable 
I nventory, January 1 
Prepaid Insurance 
Equipment 
Reserve for Depreciation of Equipment 
Building 
Reserve for Depreciation of Building 
Accounts Payable 
Taxes Payable 

























Instruct ions: (1) Prepare a ten-column work sheet for the six-
month period which ended June 30, 1952 
Additional Data: 
Invento~, June 30, $5,000 
Insurance expired, $40 
Annual depreciation rates are: 
Eqnipment, 10% 
~ui ldi ng, 5 % 
Accrued interest expense, $5 
Accrued salar.y expense, $75 
(2) Prepare a profit and loes statement and a balance 
sheet. 
(3) Record the adjusting entries in a general journal. 
(4) Record the reversing entries as of Ju~ 1. 
Problem 6-A 
The salar.v expense and interest income accounts of D. R. Toby on 






Intereat I i~~ome June 10 
June 15 
Instructions: Record all transactions and adjustments in a combined 
cash journal and post. Open any "T" accounts which may be necessary. 
June 30. Mr. Toby is ready to close his books. He instrncts you, as 
his bookkeeper, to reeord and post the following accrued 
items: 
Accrued salaries, $4o 
Accrued interest income, $5 
June 30. Record the entries to close the expense account and the 





Record the reversing entries. Post. 
Issued a cheek for $191 in payment of the weekly pay roll. 
(Ignore pay- roll taxes.) Post. 
Issued a cheek for $215 in payment of the weekly pey roll. 
Post. 
Received a cheek for $1,010 in payment of a note. 
$1,000; interest, $10) Post. 
(Face, 
July 18. !ssued a check for $216 in payment of the weekly pay roll. 
Post. 
July 25. Issued a cheek for $218 in payment of the weekly pay roll. 
Post. 
July 25. Mr. Toby instructs you to close his books. There are no 
accruals. Record the entries to close the expense and in-
come accounts into a profit and loss summary account. 
't What was the exact salary expense for July? 
The exact interest income for July? 
Problem 7-B 
a.. Smith rents his store space .from Jones at $12.0 per month. Pay-
ments are made on the lOth of each month for the preceding month. 
The rental month runs from the lOth of one month to the lOth of 
the next. 
Q. What adjustment should Smith make when closing his 
books at the end of the calendar month? 
Q. How will this affect the profit and loss statement? 
b. Smith received a 60-day, 6% interest-bearing note for $500 dated 
June 1. 
Q. What adjusting entry should be made on June 30? 
Q. How will this affect the balance sheet and the profit 
and loss statement? 
c. Smith employs two men in his shop. Each man earns $10 a day, 
five days a Yfeek, and is al'ways paid on F.riday. The last pay 
day was F.riday, September 26. 
Q. What adjustment should Smith make on September 30? 
Q. Explain the effect on the net profit if the adjust-
ment were not made? 
d. Smith issued a 90-day, 6% interest-bearing note for $600, dated 
September l. 
Q. What adjustment should be made on September 30? 
Q. Howwill this affect the liabilities? 
e. Smith rents office space from Jones at $80 per month payable in 
advance on the 15th of each month. Smith paid the rent on June 15 
for o:ne month ending July 15 and recorded it on his books as rent 
expense. 
Q.. What adjusting entry should Smith make on June 30? 
Q. What effect will this adjustment have on the net profit? 
f. Smith received a 90-day, 6% interest-bearing note for ~~,000, 
dated June 15. · 
Q. What adjustment should be made on June 3.0? 
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Problem 7-B (cont.) 
g. When Smith was closing his books on July 31, he discovered an 
nnpaid electric bill !or the month of July (~.31). 
Q. What adjustment should Smith make on July 31? 
Q. Wha.t vlill be the effect on the net profit? The 
liabilities? 
h. On Jnne 1 1 Smith had $150 of office supplies on his books. On 
June 30 1 he discovered by a ppysical inventory that he had only 
$45 of office supplies. 
Q. What adjustment should be made on June 3.0? 
Q. How ~ this affect the assets? 
i. Smith issued a 60-day 1 6% interest-bearing note for $400 ,dated 
November 10. 
Q. What adjustment should be made on December 31? 
j. Smith received notice that Jones would be unable to pay the 
balance of his acconnt amonnting to $38.50. 
Q. What is the entry to write off the acconnt? (Smith 
maintains a reserve for bad debts acconnt.). 
Q. How will this affect the net profit? The net acconnts 
receivable? · 
Problem S..:B 
D. :B. Powell operates a hardware store. On March 31, 1951, his 
salary expense account had a balance of $4,250, and his interest 
expense account had a balance of $85. :B.efore the statements can 
be drawn up, the following accrued expenses must be recorded: 
salary expense, $48; interest expense, $12. 
Instructions: Open "T" accounts for Salary Expense, Interest Ex-
pense, Salaries P~able, Interest Payable, and Profit and Loss 
Summary. Post the balances given to the expense accounts. Record 
all transactions in a general journal. Post. 
MarCh 31. Record the accrued expenses. Post. 
~~rch 31. Record the entry to close the two expense accounts into 
the profit and loss swnmary account. Post. Rule the 
expense accounts. 




During the month of April, $350 was paid for salaries, and 
$35 was paid aa interest expense on notes payable. Make 
no journal entry. Post these amounts to the expense ac-" 
counts only. 
Also, on this date, Mr. Powellhad the following accrued 
expenses: salaries, $)0; interest expense, $16. Record 
and post. Record tha entry to close the two expense 
accounts as on M~rch 31. Post. 
Q. What was the exact salary expense for April? 
The exact interest expense for April? 
Q. Why were the expense accounts closed? 
Q. Why were the reversing entries made? 
Q. In what statement and under what heading will 
the following accounts appear: the salary ex-
pense account, the interest expense account, the 
salaries payable account and the interest payable 
account? 
Problem 9-::S 
Among H. J. Howe's ledger accounts on September JO were the following: 
Salary Expense, $6,543.50; Interest E~ense, $122.34; Rent Income, 
$1,250; Interest. Income, $81.70. At this same date, he had the fol-
lowing accrued items: salaries, $72.50; interest expense, $19.67; 
rent income, $50; interest income, $15.83. 
Instructions: Open "T" accounts for those given above, and post the 
balances. (Allow fifteen lines for each account.) In addition, open 
accounts for Salaries Payable, Interest Payable, ~nterest Receivable, 
Rent Receivable, and Profit and Loss Summary. Record all transactions 
in a columnar general journsl. Post~ 
Sept. ,30. 
Sept. 30. 
Record the sccrued items. Post. 
Record the entry to close the expense and income accounts 
into the profit and loss snmmary account. Post. Rule 
the expense and income accounts. 
Oct. l. Record the reversing entries. Post. Rule the liability 
and receivable accounts. 
Oct. 
Oct. 31. 
During October, $6, 650 was paid for salaries, and $ 6o was 
paid as interest. expense. In addition, $45 was r~eeived 
as interest income, and $1,250 was received as rent income. 
Assume these entries hav.e alrea~ been journalized. Merely 
post the sbove expenses and income to the proper secounts. 
Record and post the following accrued 1 tems: salary ex-
~ense, $83.40; interest expense, $16.80; interest income, 
$14.50;. rent income, $50. Record the entry to close the 
.expense and income accounts. Post. 
Nov. l. Record the reversing entries. Post. Rule the liability 
and receivable accounts. 
Nov. 30. 
Nov. )0. 
During November, $7,000 was paid for salaries., and $55 was 
paid as interest .expense. In addition, $52 was re.ceived. 
as interest income, and $1,250 was received as rent income. 
Post the same as on October 31. 
Record and post the following accrued items: salary ex-
~ense, $65.20; interest expense, $20.50; interest income, 
$25.6o;. rent income, $50. Record the entry to close the 
.expense and income ac.counts. Post. 
Dee. l. Record the reversing entries. Post. Rule the liability 
and receivable accounts. 
Q. What was the salary expense for October? The 
interest expense for October? ~e rent income 
for November? The interest income for November? 
Problem 10-:B 
A small manufacturing company the following accrued items on 
June .30, 1952: 
Rent earned, but not $4:;. 00 
Interest income, $15. 
Interest expense, . $S. 
Salaries, $73.75 . 
Telephone bill for J e, unpaid, $11.70 
Unpaid electric bill, June, $20.25 
Instructions: Record the trans etions in a combined cash journal. 
Open nTH accounts for each of tl:ie above items. In addi ticin, open 
I 11 T11 accounts for the necessaryJyable and receivable accounts and 
a profit and loss snmmary aeco t. Post all journal entries to the 
11 T11 accounts. 
June JO. Record the accrued it •· Post. 
June 30. Record the entries to close the expense and income accounts 
into the profit and l ss summary account. Post. Rule tle 
expense and income ac ounte. 
July 1. Reeord .the reversing 
receivable accounts. 
Post. Rule the liability and 
July 31. During the month of J y, the following expenses were paid, 
and the following inco e received. Record and post all 
transactions. (A 11 T11 ccount for cash is not required.) 
Rent received, $9 
Interest reeei v.e~ ilS. 50 
Interest paid, $1f.l0 
Salaries paid, $5{>5.20 
Telephone bill paid, $11.70 
~lectrie bill pair· $2o.25 
July 31. Record the entries to !lose the expense and income accounts 
into the profit and lo s summary account. Post. Rule the 
expense and income ace unts. 
NOTE: If the entries and postin s were made correctly, the total of 
the expense account balances sho ld equal $435. 45, and the total of 
the income account balances sho d equal $~.10. 
Problem 11~ 
J. T. Welby Man: acturing Company 








Beoerve for Depreciation of Del~Tery Equipment 
Office Equipment 
Reserve for Depreciation of Off ce Equipment 
Macbiner,y 
ReserTe for Depreciation of Macb[ner,y 
Buildings ~ 










































Instructions: (l) Prepare a te column work sheet for the quarterly 
fiscal period which ended MarCh 31, 1952 
(2) Prepare a pr~it and loss statement and a balance 
sheet. 
(3) Record the usting entries in a general journal. 
(4) Record the re~ersing entries as of April 1, 1952. 
Additional ~: (See the follo ng page.) 
Problem 
Additional !!!!!,: 
Inventory, March 31, 









Accrued interest J.I11cu~ue. 
Guides for th Use of the 
Problems i Unit VI 
Problem 1-A: J ournal entries t record and to reverse the accrued 
i temso 
Problems 2-A to 4-A: Journal e tries to record t he accrued items, 
which are then posted to 11 11 accounts and then closed to a pro:fi t 
and loss summary account. 
Probl'em 5-A: Work-sheet problem with adjustmentsw 
Problem 6-A: Actual pay-roll nsactions 'lfli th accrued salary accountee 
Problem 7-A: Short exercises accruals. 
Problems 8-B to 11~]: Repetitio of principles which have been 
previously introduced. 
UNIT 
Formation of nerships 
Problems 1-A to 6-B 
Distribution of Pa.rtnershi Profits and Losses 
Problems 7-A. to 13-B 
a. 
Problem 1-A 
J. C. Cotting and E. G. Lin~ln decided to form a partnership 
and open a shoe store. CottJing invested $10,000, and Lincoln 
invested $15,000. 
Instructions: Record the op ning entry for each partner in a 
cash receipts journal. 
b. C. o. Holmes, F. T. Higgins, and w. A. Harris formed a partnez-
ship agreement to open a gar~ge. Holmes invested $12,000, 
Higgins invested $14,500, antlr Harris invested $18,000. 
Instructions: Record the op ning entry for each partner in a 
cash receipts journal. 
c. M. s. Noble had been operati his own business for five years. 
On July 1, he convinced E. G Towle to go into business with him 
and form a partnership. The partnership, Noble & Towle, took 
over the assets of Noble's b iness and assumed his liabilities. 
Mr. Towle invested 4P25,000. The balance sheet of Mr. Noble 
appears below. 
M. s. Noble 
















Instructions: Record the o 










M. s. Noble, Capi~ 23,600 
Total Liab. and Prop. $27,680 
ning entry for each partner in a 
record the cash balance in a cash 
c. D. Patton and Company had bee in business for several years. 
On January 2, Mr. Patton formed partnership with E. A. Cary~ who 
agreed to invest cash equal to 9 % of Mr. Pa.tton•s proprietorship. 
The new partnership, Patton & Ca , took over the assets and assumed 
the liabilities of Mr. Patton's usiness. Mr. Pa.tton1 s balance 
sheet is shown below. 


























c. D. Patton, Capital $15 ,ooo 
Total Liab. and Prop. $36,050 
Instructions: (1) Record the op ning entry for each partner in 
a columna.r ge eral journal, and record the cash 
balance in a ash receipts journal. 
(2) Assume that t e new partnership did not take 
over the asse s and liabilities of Mr. Pa.tton 1 s 
business and hat the same books were to be 
kept. Record the opening entry, or entries, for 
the new partn rship. 
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Problem 3-A 
a. H. T. Elard and P. K. Covell decided to form a partnership 
and open a wholesale rug business. Elard invested $13,800, 
and Covel invested $15,500. 
' Instructions: Record the opening entr,y for each partner in a 
cash receipts journal. 
b. G. R. Fisher owned and operated his own business. Business had 
been good, and on January 2, he decided to form a partnership with 
J. J. Galvin. The partnership, Fisher & Galvin, took over the 
l.O~ 
assets of Mr. Fisher's business and assumed his liabilities. Mr. 
Galvin agreed to invest cash equal to 150% of Mr. Fisher's proprietor-
ship. Yr. Fisher's balance sheet appears below. 
Cash 
G. R. Fisher 























G. R. Fisher, Capital $.22,000.00 
Total Assets $42:,774.55 Total Liab. and Prop. $42,774.55 
Instructions: Record the opening entry for each partner in a 
columnar general journal, and record the cash balance in a cash re-
ceipts journal. Instead of paying cash, Galvin gave a note for the 
agreed amount. 
1!-os-ccn Unh· :rsi ty 
§_.!l_~91 ot E..c.c:.ca:i l_ori 
-.........,.,., Li.brary -
Problem 4-B 
a. On July 1, T. R. Murphy decided that he needed a partner in his 
business and chose D. V. Ross, who agreed to invest cash equal to 
50% of Murphy's proprietorship. In addition, Ross agreed to turn 
over to the partnership a truck valued:·at $3,900. The partners plan 
to keep the same set of books which were used by Murphy. Listed 
below are the balance sheet accounts of Mr. Murphy as of June 30, 
with the excep~ion of :Murphy's capital account which cannot be 
found. 
Cash, $5,620 . 
Accounts Receivable, $3,200 
Inventory, June 30, $10,600 
Notes Receivable, $2,200 
Notes Payable, $1,500 
Accounts Payable, $2,800 
Reserve for Bad Debts, $120 
Equipment, $8,800 
Instructions: (1) Find the value of Murphy•s proprietorship. 
(2) Record in a colwnnar general journal and a 
cash receipts journal the necessary entry, or 
entries, to admit Ross to the nmv partnership. 
b. Humphrey and Addison agreed to open a grocery store on September 1. 
They pooled their assets and formed a partnership. 
Humphrey's assets consisted of cash, $5,000; a building, $12.,000; 
and store equipment, $4,500. 
Addison's assets consisted of cash, $15,000,; a delivery truck, 
$2.,500; a refrigerator, $800,; and canned goods, $560. 
Instructions: Record the opening entry for each partner in a 
columnar general journal and a cash receipts journal. 
Q. Why is the cash entered in the cash receipts 
journal? 
Q. How did you find the value of MUrphy's proprietorship? 
0 
Problem 5-B 
On July 1, A. R. 'Grant. agreed to allow C. G. Land to come in with him 
as a partner in his business. Land agreed to invest cash equal t.o 
125% of Grant's proprietorship after the profit for June had been added. 
The partnership, Grant & Land, took over the assets of Mr. Grant 1s 
business and assumed his liabilities. Mr. Grant•• trial balance appears 
below. 
A. R. Grant 




Reserve for Bad Debts 































Instructions: (1) Prepare a balance sheet and profit and loss 
statement. 
Addi tional Data: 
Inventory, June 30, $15,000 
Office Supplies used, ~~20 
Prepaid insurance, $95 . 
(2) Find Mr. Grant•·s total proprietorship on July 1. 
(3 ) Record in a columnar general journal and a cash 
receipts journal the necessary entries .for the 
adjustments and the opening entry for each partner. 
Problem 6-B 
On February 1, B. H. Lee decided to admit F. J. Dolan into his f'irm 
as a partner. Dolan agreed to invest cash equal to 50% of' Leets pro-
prietorship after the profit for Januar,y had been added. In addition, 
Dolan agreed to turn over to the partnership a building valued at 
$10,000 and equipment valued at $5,000. The partnership, Lee & Dolan, 
took over the assets and liabilities of Lee 1 s business. Lee•s trial 
balance is shown below. 
B. H. Lee 
Trial Balance, January 31, 19-
Cash 
Accounts Receivable 
Reserve for Bad Debts 
Inventory., January l 
Prepaid Rent 
Equipment 
Reserve f'or Depreciation of Equipment 
Notes Payable 
Accounts Payable 


















Instructions: (1) Prepare a balance sheet and profit and loss state-
ment. 
Additional ~: 
Inventory, January 31, $10,500 
Accrued rent expense, ~250 
Depreciation of' equipment, 10% 
(2) F~ ~ee 1 s total proprietorship on February 1. 
(3) Record in a columnar general journal and a cash 
receipts journal the necessary entries for the 
adjustments and the opening entry for each partner. 
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Problem 7-A 
a. A and B are partners with capital investments of $9,000 and 
$1.8,000, respectively. Annual salaries are: A, $.3,500; 
B, $4,000. Any profit or loss remaining after salaries have 
been paid is to be divided equallY• The net profit for the 
year -..as ~'1..3 ,500. 
Instructions: (1) Prepare the portion of the profit and loss 
statement showing the distribution of the 
. net profit. 
(2) Prepare the proprietorship section of the 
balance sheet. 
(.3) Record the entries to close the profit and 
loss summar.y account into the partners• 
drawing accounts. 
b. Assume, in exercise (a), that the remaining profits are divided 
in proportion to the partners• capital investments. 
Instructions: Follor1 the instructions in exercise (a). 
c. A, B, and C are partners with capital investments of $12,000, 
$18,000, and $24,000, respectively. Annual salaries are: 
A, $4,000; B, . $5,000; c, $6,000. Any profit or loss remaining 
after salaries have been paid is to be distributed as follows: 
A, 20%; B, .30%; c, 50%. The net profit for the year was 
$.30,000. 
Instructions: (1) Prepare the portion of the profit and loss 
statement showing the distribution of the 
net profit. 
(2) Prepare the proprietorship section of the 
balance sheet. 
(3) Record the entries to close the profit and 




a . A and B are partners in a shoe concern. A invested $10,000, 
and B invested $15,000. After their f irst year of operation, 
the partnership bad a net profit of $8 ,500. A drew a salary 
of $2,800, and B drew a salary of $-.3 , 000. 
Instructions: (1) Open 11T11 accounts for the following: a 
capital account for each partner, a dralf:i.ng 
account for each partner, and a profit and 
loss summary account. Post the investments, 
the salaries, and the profit for the year 
to the proper accounts. 
(2) Prepare the section of the profit and loss 
statement showing the distribution of profit. 
(3) Prepare the proprietorship section of the 
balance sheet. 
(4) Record the entries to close the profit and 
loss summary account into the partners' 
drawing accounts. Post. 
b . A and B are partners in the drugstore business. A haS a capital 
of $12,000, and B bas a capital of $15,000. The net profit for 
the. past year was $5,2.00. A•s salary for the year was $2,800. 
B1s salary was $3,000. Both partners withdrew their salaries. 
Instructionsi Follow the instructions given in exercise (a). 
0 
Problem 9-A 
a. A and B are partners in the hardware business. --A1 s capital 
account has a balance of $9 1 000, and B1 s capital account has 
a balance of $~8,000. According to the partnership agreement, 
each partner is to receive interest on his investment at the 
end of the fiscal year at the rate of 5%. After the interest 
has been allowed each partner, the remaining profit or loss is 
to be divided in proportion to the partners' capital invest-
ments. The net profit for the year was $7,350. 
Instructions: (1) Open 11T11 accounts for the following: a 
capital .account for each partner, a drawing 
account for each partner, and a profit and 
loss summary account. Post the investments 
and the profit for the year to the proper 
accounts. 
(2)~Prepare the section of the profit and loss 
statement showing the distribution of profit. 
(3) Prepare the proprietorship section of the 
balance sheet. 
(4) Record the entries to close the profit and 
loss summary account into the partners' 
drawing accounts. Post. 
b. A sma.l1 clothing store is owned and operated by two partners, 
A and B, who have invested $20 1000 and $25 1000, respectively. 
Each partner is to ·receive 6% interest on his investment at 
the end of the fiscal year. The remaining profit or loss, 
after the interest has been allowed, will be distributed as 
follows: A, 40%; B, &:J%. The net profit for the year was 
$2,600. 
Instructions: Follow the instructions given in (a). 
l.~" . U 
Problem 10-A 
a. A large gas stat ion is owned and opera ted by partners, A and B, 
who have capital investments of $20,000 and $30,000 1 respectively. 
The partnership agreement states. that each partner is to receive 
5% interest on his investment at the end of the fiscal year. In 
addition, they are to receive salaries as follows: A, $3,200; 
B, $3,800. (Neither partner withdrew his salary during. the year.) 
Arry. remaining profit or loss is to be divided equally. The net 
profit for the year was $13,$00. 
Instructions: (1) Open "T" accounts for the following: a capi-
tal account for each partner, a drawing account 
for each partner, and a profit and loss sum-
mary account. Post the balances given to the 
proper acco~ts. (Salaries appear as a debit 
in the partners t drawing accounts only when 
the salaries have been ~~thdrawn.) 
(2) Prepare the section of the profit and loss state-
ment showing the distribution of profit. 
(3) Prepare the proprietorship section of the 
balance sheet. 
(4) Record the entries to close the prof it and 
loss summary account into the partners' 
drawing accounts. Post. 
b. A, B, and C are partners and operate a large garage. Their capi-
tal investments are $10,ooo, $20,000, and $30,000, respectively. 
The partnership agreement allows each partner to receive 4% 
interest on his investment at too end of the fiscal year. In 
addition, the partners receive salaries as follows: A., $3,000; 
B, $3,$00; c, $4,000. ( All partners have withdrawn their salar-
ies.) Arry remaining profit or loss is to be distributed in 
.proportion to the capital ratio. The net profit for the year was 
$6,900. 
Instructions: Follow the iQ.Structions given in (a). 
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Problem 11-B 
a. Partners A, B, and c, with i nvestments of $15,000, $201000, 
and $25,000, respectively, are in the wholesale radio business. 
The partnership agreement states that each partner is to re- . 
ceive 4i% interest on his investment at the end of the fiscal 
year. The partners' drawing accounts had the following debit 
balances at the end of the fiscal year: A, $3,200; B, $3,500; 
0 1 $4,500. The net profit for the year was $26,200. Any 
r emaining pro.fit or loss is to be divided as . .follows: A., 30%; 
B, .30%; c, 4.0%. 
Instructions: (1) Open "T" accounts for the following: a 
capital .account for each partner, a drawing 
account for each partner, and a profit and 
loss summar,y account. Post the balances 
given to the proper accounts. 
(2) Record the entries to close the prof it and 
loss sunnna.ry account into the partners ' 
drawing accounts. Post. 
(.3) Record the entries to transfer the balances 
of the partners t drawing accounts to their 
capital accounts. Post. 
b. A and B are partners in the florist business with investments 
of $8,000 and $101000, respectively. According to the pa. rtner-
ship agreement, each partner is to receive 5% interest on his 
investment at the end of the fiscal year. The partners l drawing 
accounts had the .following debit balances at the end of the 
fiscal year: A., $2,800; B, $3,000. The books showed a net loss 
of $3,600 .for the year. 
Instructions: Follow the instructions given in (a). 
Problem 12-B 
a. A large lumber supply business was owned and operated by two 
partners, A and B, each with a capital investment of $251ooo. Their agreement states that each partner is to receive 5t% 
interest on his investment at the end of the fiscal year. In 
addition, each partner is to receive a quarterly salary of 
$800. The partners r drawing accounts bad the following balances 
at the end of the fiscal year: A, a debit of $220; B, a credit 
of $85. The net profit for the year was $19,300. Arry remaining 
profit or loss is to be distributed 60% to A and 40% to B. 
Instructions: (1) Open "T" accounts for the follcming: a 
capital .account for each partner, a drawing 
account for each partner, and a profit and 
loss summary account. Post the balances 
given to the proper accounts. 
(2) Record the entries to close the profit and 
loss summa.r,y account into the partners r 
drawing accounts. Post. 
(3) Record the entries to transfer the balances 
of the partners' drawing accounts to their 
capital accounts. Post. 
b. A, B, and C are partners in the plumbing supply business. Their 
capital accounts are $3,045, $6,090, and $9,135, respectively. 
Each partner, according to agreement, is to received 5% interest 
on his investment at the end of the fiscal year. In addition, 
they are to receive the following salaries: A, $2,700; B, $2,950; 
C, $3,100. The pa.rtnerst drawing accounts had the follow:ing 
balances at the end of the fiscal year: A, a debit of $35.50; 
B, a debit of $76, 75; C, a credit of $42.35. The net profit for 
the year was $675. Any remaining profit. or loss is to be dis-
tributed in the capital ratio. 
Instructionsa Follow the instructions given in (a). 
:t 0 
Problem 13-B 
On January 1, A and B decide to pool their assets, form a partner-
ship, and open a hardware store. 
A•s assets consist of cash, $17 ,000,; a delivery truck, $2,450,; and 
three glass showcases, $600 • . 
B's assets consist of cash, $6,500,; a building, $ll,300,; store equip-
ment, $530,; and some stock, $700. 
The partnership agreement reads as follows: 
Each partner is to receive 4% interest on his 
investment at the em of the .fiscal year. Each 
partner is to receive a monthly salary of $225. 
Any remaining profit or loss is to be distri-
buted as follows: A, 35%; B, 65%. · 
At the end of the first year (December 31), the partners' drawing 
accounts had the following balances: A, a debit of $70; B, a credit 
of $25.50. The net profit for the year was $9,230. 
Instructions: (1) Record the opening entry for each partner in a 
columnar general journal and a cash receipts 
journal.. 
(2) Open "T" accounts for the following: a capita~ 
account .. for each partner, a drawing account for 
each partner, and a profit and loss summary ac-
count8 Post the balances given to the proper 
accounts. 
(3) Record the entries to close the profit and loss 
summary account into the partners' draWing ac-
counts. Post. 
(4) Record the entries to transfer the balances of 
the partners • drawing accounts to their capital 
accounts. Post. 
Guides for the Use of the 
Problems in Unit VII 
Problem 1-A: Formation of a partnership by a cash investment. 
Formation of a partnership from a proprietorship 
(using the same books). 
Problem 2-A: Formation of a partnership from a proprietorship 
(opening a new set of books)e 
Problem 3-A: Formation of a partnership from a proprietorship 
(using the same books). 
Problem 4-B: Investment of assets other than cash~ 
Problems 5~B and 6-:s: Computation and addition of the new profit to 
the proprietor's account before the admission of the new partner. 
Problems 7-B and S-B: Distribution of net profit-salaries. 
1.12 
Problem 9-:B: Distribution of the net profit-interest on the investment. 
Problem 10-]= Distribution of net profit~ealarie s and interest on the 
investment. 
Problem llg:B: Distribution of net profit-salaries, interest on the 
investment, and a net loss. · 
Problem 12-B: Distribution of net profit-debit and credit balances in 
the partnersl drawing accounts. 
Problem 13-B: Formation of partnership and distribution of net profit~ 
UNI! VIII 
Corporations 
Problema 1-.A. to 14-:B 
Problem 1-A 
ae Three men formed an oil company which became incorporated. The 
certificate of incorporation stated that the name of the new 
firm would be The National Oil CompBny, Inc. and authorized a 
capital stock of $50,000, consisting of 500 shares of common 
stock with a par :value of $100 per share. On the d.a7 the charter 
was received, April 1, the. thr.ee men purchased a total of 300 
shares of. stock for cash. 
Instructions: Record the ~ening entry in a cash receipts 
journal. 
b. J. J. Rill and E. A. Cody, who were partners in a retail clothing 
store, decided to incorporate. Application was made, and the 
certificate of incorporation was received on July 1. The certi-
ficate authorized a capital stock of $35,000 ( 350 shares of common 
stock with a par value of $100 per snare). !he corporation took 
over the assets and liabilities of the p~rtnership, Rill& Cody, 
whose balance sheet is shown below. Each partner received 100 
shares of stock for his e~ity in the business. 
Rill & Cody 























Total Proprietorship $20,000 
!otal Liab. and Prop. $24, 700 
Instructions: (1) Record the opening entr,y for the corporation 
_ in a general journal. 
(2) Record the cash receiTed in a cash receipts 
journal. 
Problem 2-A 
a. Six men formed an import-export business and received the certi-
ficate of incorporation on March 1. The certificate authorized 
the company to issue 2,000 shares of common stock with a par 
value of $50 per share. The six men purchased 1, 001 shares for 
cash on the ~ the certificate was received. 
Instructions: Record the opening entry for the corporation in a 
cash receipts journal. 
b. The partnership, Dana & Cash, received its certificate of incor-
poration on January 2. The certificate authorized the new cor-
poration to issue 3;000 shares of common stock with a par value 
of $25 per share. The corporation took over the assets and 
liabilities of the partnership, whose balance sheet is shown 
below. EaCh partner received SOO shares of stock for his equity 
in the business. 
Dana & Cash 



































Instructions: (1) Record the opening entry for the corporation in 
a general journal. 
(2) Record the cash received in a cash receipts 
journal. 
(3) Prepare a corporation balance sheet as of 
January 2. 
Problem .3-A 
On June l, the partnerShip, Cary & Ford, received its certificate of 
incorporation which authorized a capital stock of $6o,ooo (6oo shares 
of common stock with a par value of $100 per share). The corporation 
took over the assets and liabilities. of the partnership. The corpora-
tion agreed to isstle each partner 175 shares of stock for his equity 
in the partnership, the difference between the value of the stock and 
the total proprietorship to be considered as goodwill. 
Cary & Ford 




















Total Assets $37,590 
Propri e~ orshi;p 





Total Liab. and Prop. 
$32,000 
$37.590 
Instructions: (1) Distribute the goodwill to each partner. (Profits 
and losses are shared equally.) 
(2) Close the asset and liability accounts of the partner-
ship. 
(3) Show the amount of stock received from the corporation. 
(4) Show the distribution of stock to the partners and 
close the partners' capital aceo1mts. 
( 6) 
Open the corporation's books by showing the assets 
and liabiliti,s received from the corporation. 
Close the ac~unt with the partners and show the 
issuance of tlie stoc~ 
Record the c~h received from the partnership. 
1.. 
Problem 4-A 
The partnership, Cole & Drew, r ceived its certificate of incorpora-
tion on December· l. The certiftcate authorized a capital stock of 
$80,000 (4,000 Shares of common [stock with a par value of $20 per 
.share). The corporation took o"ier the assets and liabilities of the 
partn~rship whose balance sheet [is shovn below. On December 1, 2, 500 
shares of stock were issued to the partners for their equity in the 
business. Cole received 1,125 Jhares, and Drew received 1,375 shares. 
The difference between the tota I value of the stock issa.ed to the 
partners and the total value of the proprietorship was to be considered 
as goodwill .. 
:Balance Sheet, No~ember 30, 19-
Assets 
Cash 
































Total Liab. and Prop. 
Record the goodWill allowed eaehpartner. (Profits 
and losses ar~ shared equally.) 
I 
I - ( Record the entries to close the asset including 
the goodwill) j liability, and proprietorship 
accounts of the partnership. · 
Record on the [corporation1 s books the entries to 
show the i~ee of the stock. 
Record the ca~h received from the partnership in 
a cash receipts journal. 
I 
Prepare a co I oration balance sheet as of December 1. 
Problem i5-A 
! 
!he partnership, Burk & Bond, became incorporated on July 1. Its 
certificate of incorporation authorized a capital stock of $60,000 
(600 shares of common stock wit~ a par value of $100 per Share). 
I Before the corporation took over the assets and liabilities of the 
partnership, certain accounts of the partnership had to be adjusted. 
After the adjuatments were made, \ the corporation issued stock to the 
partners for their eqnity in th~ business as follows: Burk, 120 
shares; :Bond, 120 shares. The partnership 1 • balance sheet appears 
below. 
:Burk & :Bpnd 
! 
Balance Sheet, June )), 19-
Assets Liabilities 


















!otal Liab. and Prop. 
$24,000 
$26,700 
Record the following adjustments by debiting or 
crediting an account called 1A.djustment Account:• 
Increase the invento~ b~ $500. 
Reduce the 1 equipment by $200. 
( 2) Close the adjustment account into the partners• 
accounts. (P~ofits and losses are shared equally.) 
I 
(3) Close the partnership's books as of June 30. 




The single proprietorship of Ml:'.
1 
Daly became incorporated on August 1. 
The new corporation was authorized a capital stock of $.55,000 (550 
shares of common stock with a par1 value of $100 per share). Before 
the corporation took over the as ets and liabilities of the proprietor-
ship, certain accounts had to be adjusted. After the adjustments were 
made, 302 shares of stock were i 
1 
sued to Mr ~ Daly for his equity in 
the business. Mr. Daly 1s balance sheet appears below. 
J. H. Daly 






Accounts Rec. $7,489 













Total Liabilities $ 3,880 
Proprietorship 
J. H. Daly, Capital $30,000 
Total Liab. and Prop. $33,880 
I . 
(1) Record the following adjustments by debiting or 
_ crediting an Gl.ccount called "Adjustment Account:" 
Write off J5oo as a bad n~te. 
Increase the inventory by $750 
Increase t!1 reserve by $50. 
(2) Close the adj stment account into the proprietor•s 
account. I 
(3) Close the pro~rietor's books as of July 31. 
(4) Open the corpdration•s books as of August 1. 




On January 2, a new corporation ~s formed by s. A. Larks, D. T~ 
Edwards, and w. E. Grady. The new corporation was authorized a 
capital stock of $50,000 (500 shares o:f common stock with a par value of' 
$100 per share) • . The incorporato,rs subscribed :for stock as follows: 
I 
s. A. Larks, lqD shares 
D. T. Edwards, ;so shares 
w. E. Grady, 90 shares 
Instructions: Record the foll~ transactions in a general journal. 
Jan. 4. Received $27 ,ooo from tle three incorporators in full 
payment of their stock !subscriptions (total, 2.70 shares). 
Issued stock certificates. 
Jan. 6. Paid the organization ~bense, $7.$0. 
I 





payable in two equal installments on January 13 am January 
23. NOTE: Stock certificates are not issued until stock 
is fully paid. 
Received $2,000 in fu1JJ payment of 20 shares of stock. 
Issued stock certificates. 
Received $5,000 as the ~irst payment on the stock sub-
scribed on Januar,y 8. 1 
Received $1,000 in full payment of 10 shares of stock. 
Issued stock certificates. 
Received $5,000 as the [second payment on the stock sub-
scribed on January 8. 1Issued stock certificates. 
Q. 
Q. 
How much stoc~ has been issued? 
How much stocJ remains upissued? 
I - . 
Problem · A 
S. A; Coffin, G. J. Harris, and J. F. Forte entered into an agreement 
to form a corporation. The cert ficate of incorporation, received 
January 2, authorized 1,000 sha.r s of common stock with a par value 
of $100 per share. The incorpor tors subscribed for the stock as 
follows: 
s. A. Coffin, 150 shares 
C. J. Harris, 200 shares 
T. F. Forte, 125 bares 
Instructions: Record the foll ng transactions in a cash receipts 
journal, a cash yments journal, and a general journal. 
Jan. 3. Received $47,500 from ~he three organizers in full payment 
of their stock subscriptions. Issued stock certificates. 









Received subscriptions for 120 shares of stock at par value 
payable in two equal · tallments on January 15 and January 
25. 
Received $1,000 in f payment of 10 shares of stock. 
Issued stock certifica es. 
Received $6,000 as the first payment on the stock subscribed 
on January 10. 
Received $4,000 as a 5 % down payment on 80 shares of stock 
for which. investors hat subscribed; the balance is payable 
January 30. 
Received $200 in full yment of 2 shares of stock. Issued 
stock certificates. 
Received $6,000 as the final payment on the stock subscribed 
on Januar,y 10. Issued stock certificates. 
Received $4,000 as the final payment on the stock subscribed 
on January 20. Issued stock certificates. · 
Received $5,000 as a 5d% down payment on 100 shares of stockJ 
the balance is payable February 10. 
Q.., Haw much stoc is outstanding? Subscribed? 
Problem -B 
The certificate of incorporation received by the partnership eyde & 
Ware, on April 1 authorized the t:ew corporation to issue. l,OOO shares 
of common stock and 500 shares of preferred stock, each with a par 
value of $100 per share. The cor,poration took over the assets and 
liabilities of the partnership, whose balance sheet is shown below. 
The corporation agreed to issue ommon stock to each of the partners as 
follows: l:{yde, 200 shares; Ware 100 shares. In addition, outside in-
vestors subscribed to 250 shares of the preferred stock. 
eyde & are 




Accounts Rec. $6,878 
Reserve for 
Bad Debts .378 
Inventory 
Building $11,800 
Reserve for . 


















Total Proprietorship $27,000 
Total Liab. and Pr.op. $.34,2,50 
Instructions: (l) Record on the partnershiprs books the goodwill 
allowed the rtners.. (Profits and losses are 





Record the en ry to close the books of the partner-
ship as of Ma~ch .31. 
Record the en ry to open the books of the new cor-
poration on A ril 1. 
Record in a ~dsh receipts journal the cash received 
!rom the part~ership and the cash received from 
outside inves,ors !or the preferred stock. 
Prepare a balance sheet for the corporation as of 
April 1. 
Problem lo-B 
Mr. Hale owned a shoe repair sho . • Mr. Gold owned a retail shoe store. 
The two men decided to incorpora~e their businesses. The certificate 
of incorporation, received July 1.' authorized a capital stock of $901 000 (500 shares of common stock and roo shares of preferred stock, each with 
a par value of $100 per share). The corporation took over the assets and 
liabilities of both businesses. The corporation agreed to issue stock 
to each man for his equity in hij business as follows: Hale, 250 shares 
of common stock, Gold 200 shares of common stock and 160 shares of pre-
ferred stock. In addition, outs ·de investors subscribed to 200 shares 
of preferred stock. Listed bel are the balance sheet accounts of 
Mr. Ha.le am Mr. Gold as of June 30. 
Mr. Hale r s accounts: 
Cash, $3,500 
Notes Receivable, $2,500 
Notes Payable, $2:,000 
Accounts Receivable, $4,150 
Accounts Payable, $3,840 
Inventory, $9,2'$0 
Mr. Goldts accounts: 
-
Cash, $4,375 
Notes Receivable, $3,300 
Accounts Receivable, $4,870 
Accounts Payable, $3,460 
Inventory, $10 ,Boo. 
Res. for Dep. of Equip., $450 
Res. for Bad Debts, $95 
Taxes Payable, $235 · 
Prepaid Supplies, $120 
Hale, Capital, $23.,400 
Equipment, $191 500 
Res. for Dep. of Bldgs., $890 
Wages Payable, $225 
Prepaid Insurance, $315 
Building, $15,000 
Gold, Capital, $34,085 
Instructions: (1) Record on the books of Mr. Gold the goodwill 
allowed each n as of June 30. 
(2) Close both se s of books as of June 30. 
(3) Open the co,rat.ion•s books as of July 1. 
(4) Record in a ~sh receipts journal the cash re-
ceived from b th businesses and from investors. 
(5) Prepare a co oration balance sheet as of July 1. 
Problem 11-B 
The partnership, Lee & Mann, be4me incorporated on July 1. The 
new corporation was authorized a1 capital stock o£ $85,000 (1,700 
shares o£ common stock vlith a par value of $50 per . share). Before 
the corporation took over the assets and liabilities of the partner-
ship, certain accounts had to behadjusted. After the adjustments 
were made, stock was issued to t e partners for their equity in the 
business as £ollows: Lee, 648 s~res; Mann, 432 shares. The partner-
ship balance sheet appears below~ 
I 
Lee&rnn 
Balance Sheet, ~une 30, 19-
Assets Liabilities 
cash $ 1,550 Accounts Payable $ 4,150 
Accounts Rec. $8,435 
Reserve for 












Total Proprietorship $50,000 
Total Liab. and Prop. $54,150 





crediting an account called "Adjustment Account:" 
Write off ~125 as a bad d~bt. 
The depreciation of the building is 9%. 
Increase the inventory 5%. 
Close the adj~tment account into the partners' 





Record the goodwill allowed each partner. 
CJ.o.se the pat nership•s books as o£ June 30, 
Open the corporation's books as of July 1. 
(6) Prepare a corppration balance sheet as of July 1. 
:12 
The partnership, Cole, Dane & R e, received its certif'icate of' in-
corporation on June 1. The new orporation was authorized a capita~ 
stock of' $65,000 (6,500 shares o ·common stock with a par value of' i lO 
a share). Be.fore the corporatio took over the assets and liabilities 
o.f the partnership, certain accoPnts had to be adjusted. A.fter the 
adjustments were made, stock was] issued to the partners as .follows: 
Cole, 1,130 shares; Dane, 923 s~res; Rowe, 447 shares. The partne:r-
ship balance sheet appears bel.<nrl .·. 
Cole, Dane & Rowe 
Balance Sheetl May 31, 19-
Assets Liabilities 
Cash $ 3i252 Notes .Payable $ 1,500 Accounts Rec. $ 5,869 
Reserve f'or Bad 
5l 700 
Accounts Payable 2,87·2 
Debts 169 Total Liabilities $ 4,372 
I nventory 9 540 
Prepaid Insurance 280 
Proprietorship 
Building $11,800 Cole, Cap., $10,500 
Reserve :for Dane, Cap., 8,750 
Dep. of Bldg. 2,800 9 000 Rowe, Cap., 4,150 
Total Assets 
Instructions: 
Total Proprietorship $aJ,4oo 
$2.7 ~ 772 Total Lia.b. and Prop. $27, 772 
(1) Record the £o~awing adjustments by debiting or 
crediting an I ccount called ~'Adjustment Account: n 
Increase the reserve for bad debts by $31. 
Reduce the ]prepaid insurance to $190 • . 
Increase t l ' e inventory by $260. . 
(2) Close the adj stment account. (Partners share 
profits and ltses as .follows: Cole, 50%; Dane, 30%; 
Rowe, 2.0%. ) 
(3) Record the go · • 
(4) Close the ~nership r: s books and open the corpora-
tion r s books. [ 
(5) Prepare a corJoration balance sheet as o.f June 1. 
Problem 13-B 
I A new corporation was formed on Quly + by S. J. Dobbs, A. F. Green, 
and T. R. Hunter. The corporation was authorized a capital stock of 
$85,000 (l, 700 shares of common stock 'Ydth a par value of $50 per 
share). The incorporators subsc~ibed for stock as follows: Dobbs, 
200 shares; Green, 300 shares; ~ter, 250 shares. The ledger accounts 
below show the total stock subscriptions of the three incorporators 
on July 1. 1 
Instructions: In addition to t~ two accounts below, open "T" accounts 
for the following: Cash, Capital Stock, and Organization Expense. Re-
cord the following transactions in a cash receipts journal, a cash 
payments journal, and a general rourna.J.. Post. 








July 30 • . 
July 31. 
$.17,500 1 &37 ,500 
Received payment in full from the three incorporators for 
I 
their subscriptions. Issued stock certificates. 
Paid the organization lxpense, $1,200. 
Received subscriptio~ ~!or .300 shares of stock at par value 
payable in two equal . tallments on July 22 and July .31. 
I 
Received $1.,250 in full payment of 25 shares of stock. 
Issued stock certifica~es. 
Received a 50% down pa~ent on 100 shares of stock at par 
value; the balance is payable on July .30. 
Received the first payJent on the stock subscribed on July 12. 
I 
Received subscriptions 1for 400 shares of stock at par value 
payable in two equal ifta.llments on August 5 and August 15. 
Received the second pa~nt on the stock subscribed on 
July 20. Issued stock 1certificates. 
Received the second pa~[l ent on the stock subscribed on 
July 12. Issued stock certificates. 
I 
Aug. ,3. Sold the remaining stock for cash at par value. Issued stock 
certificates. Jl 




The partnership, Wade & Snow, which became incorporated on January 2:, 
was authorized a capital stock of $70,000 (700 shares of common stock 
with a par value of $100 per sha~). The corporation took over the 
assets and liabilities of the pattnership, whose balance sheet is 
shown below. The corporation agreed to issue. 200 shares of stock to 
each of the partners for his equity in the business. In addition~ 
stock was sold to outside invest?rs. 
Cash 
I 
Wade & Snow 





Accounts Rec. $7,183 
Reserve for Proprietorship 
$ 4,630 











· 17 ,008 
Total Proprietorship $33,118 
Total Liab. and Prop. $37,748 
I (1) Record the following entries in a general journal; 
I 
(a) Record on :the partnership's books the goodwill 
allowed to the partners • . (Profits and losses 
are shared equally.) 
I (b) Record the entry to close the pa.rtnershipts 
books. , 
(c) Record thJ entry to open the corporation's 
books. I . 
(d) Record in t cash receipts journal the cash 
received i om the partnership. 
(2) Record in a cash receipts journal, a cash payments 
journal, and ~ general journal the i'ollowing trans-
actions for t~e sale and issuance of stock: 
I 
' 
Jan. 4. Received ~,500 in .full payment of 25 shares of stock. 




Jan. 5. Received subscriptions for 75 shares of stock at par value 
payable in two equal · tallments on January 15 and 
January 25. 
Jan. 10. Issued 120 shares of s ock in exchange for a small building. 
Jan. 15. Received the first pa ent on the stock subscribed on 
January 5. 
Jan. 20. Sold the remaining stofk for cash at par value. 
stock certificates. 
Issued 
Jan. 25. Received the second pa nt on the stock subscribed on 
Januar;y 5. Issued sto · k certificates. 
Instructions: (3) Prepare a co 
January 31. 
sheet as of 
..... 
I 
Guides for J Use of the 
Problems i Unit VIII 
Problems 1-A and 2-A.: Formation of a corporation from a partnership 
(no goodwill).; 
Problems 3-A and it-A: Formation of a corporation from a partnership 
(goodwill) .. 
Problems 7-.A. and 6-A: Formation of a corporation from a partnership 
(Adjustments) .. 
Problems 7-A and 8-A: Journal e tries for the sale and issuance of 
stock. 
Problem 9-TI: Formation of a co oration from a partnership (goodwill, 
stoCk subscriptions from outside investors)e 
Problem 10-B: Incorporation of b~~ proprietorships. 
Problems 11-B to 14-B: Repetiti n of principles which have been 
previously introduce~ 
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